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CONSTRUCTION 


CAPITAL INVESTMENT, CREDIT IN CONSTRUCTION INDUSTRY 
New Management Level 
Moscow EKONOMICHESKIYE NAUKI in Russian No 1, 1980 pp 11-17 


[Article by V. Zayteev, docent, candidate of economic sciences: "New 
Management Level in Capital Construction] 


[Text] Capital construction is one of the main branches of the national 
economy, which playe an important role in creating the material and techni- 
cal base for communism, in providing for growth and qualitative improvement 
of fixed capital, and increasing the efficiency of public production. 


What with the high rates of scientific and technical progress, the signifi- 
cance of capital construction in increasing the country's economic potential 
is ever increasing. During just three years of the Tenth Five-Year Plan 

the overall volume of capital investments in the national economy amounted 
to 370 billion rubles, fixed capital valued at 337.7 billion rubles was put 
into operation, 750 large industrial enterprises were constructed, produc- 
tion capacities were put into operation for annually extracting 55.9 million 
tons of coal and 74.5 tons of iron ore, and for annually producing 10.1 mil- 
lion tons of steel, 148,100 tons of chemical fibers, 8,800 metal cutting 
machine tools, 180,500 motor vehicles. Fixed capital and facilities of the 
nonindustrial sphere are also being introduced on a large scale. During 
1976-1980 we put into operation 320.8 million square meters of residential 
spacc, 7,400 general educational schools, children's institutions to accomo- 
date 1.7 million, and also a large number of facilities for culture, public 
health and sports.! 


The immense problems that are being solved by the construction industry un- 
der modern conditions require increased efficiency of construction produc- 
tion, the development of optimal programs for capital construction and in- 
creased effectiveness of capital investments both in the national economy 

as a whole and in its individual branches. It is therefore no accident that 
a great deal of attention was devoted to problems of capital construction 

in the decree of the CPSU Central Committee and the USSR Council of Minis- 
tere of 12 July 1976, "On Improving Planning and Stepping Up the Influence 

















of the Keonomic Mechaniam on Increasing the ifficiency of Production and 
the Quality of Work.” 


Improvement of the economic mechaniam does not at all mean rejection of the 
extating syatem of planning and control of the national economy. We are 
peaking about redesigning it and, if necessary, replacing outdated methods 
of management with new enes. In che accountability report of the CPSU 
Central Gommittee te the 25th Party Congress, Comrade L. |. Brezhnev 

noted: ", . . df we have understood correctly that the continuously 
developing national economy has become crowded within the framework of 

the existing economic mechanism, then we must decisively improve it, "2 

The measures indicated in the decree of the CPSU Central Committee 

and the USSR Counctl of Ministers of 12 July 1979 serve as a high example 
of thie kind of decisive improvement. 


Deapite the significant successes achieved by capital construction during 
the years of the past five-year plans, the state of affairs in this branch 
etill requires radical improvement. One can not but devote the most seri- 
ous attention to the fact that during the years of the Ninth Five-Year Plan 
certain indicators of the effectiveness of capital investments dropped: 

the growth of the national income per one ruble of capital investments de- 
creased and there was an increase in the proportional capital investments 
per one ruble of growth in the production of commercial (gross) output in 
industry. 


When evaluating the dynamics of the effectiveness of capital investments 
one should begin with the effects of a whole number of objective and subjec- 
tive factors. 


The former include: the progress of capital construction in the east of 

the country and in the newly assimilated regions of Western and Eastern 
Siberia and the Far East, wi.cre the cost of construction is higher than in 
the European part of the USSR; in the overall volume of capital investments 
in the national economy, the increased proportion of funds used for the de- 
velopment of capital-intensive raw-material branch, the deterioration of 

the conditions for extracting and processing minerals; the large-scale work 
that has been conducted in connection with the protection of nature and pre- 
vention of water and air basins; the increased estimated cost of construc- 
tion resulting from the considerable rise of the technical level of produc- 
tion and the improvement in the working conditions for workers and employees 
at new and reconstructed enterprises. 


The effects of subjective factors are most frequently brought about by the 
inadequate substantiation of branch programs for capital construction, the 
adoption of unintelligent design and planning decisions, the tardy develop- 
ment of planning estimates and blueprints, the lack of preparation of the 
capacities of construction organizations for performing the planned volumes 
of work, the lack of supply at construction sites with all the necessary 
technical and material resources, and so forth. 











The problem of increasing the effectiveness of capital investments, aa is 
noted in the decree of the CPSU Central Committee and the USSP Council of 
Miniecere of 12 July 1979, should be solved comprehensively. An important 
place among the measures directed towards its solution ie assigned to re- 
ducing the volume of incomplete construction to the established norm. Yet 
at the present time the overall volume of incomplete construction consider- 
ably exceeds the norm and the ratio between it and the annual volume of 
capital investments has increased significantly in recent years. Thus the 
overall volume of incomplete construction work in the national economy as 

a whole almoet doubled from 1970 through 1978 and amounted to 99.0 billion 
rubles and the ratio between it and the annual volume of capital investments 
during this same period increased by 12 percentage points (from 73 percent 
in 1970 to 85 percent in 1978) .3 


The assimilation of capital investments, right down to obtaining the final 
construction product=-the introduction of production capacities and fixed 
capital--is a lengthy process and the society must take into account the 
fact that immense amounts of money are "frozen" for many months. But with 
a correct distribution of capital investments throughout the years of con- 
struction and with the creation of the necessary construction stockpiles 
and the observance of construction deadlines, it is possible to minimize 
the amount of time the funds are tied up in incomplete construction. 


In our opinion, reducing the volume of incomplete construction to the nor- 
mative indicators involves a whole number of problems related to increasing 
the effectiveness of capital investments: the need for concentrating 
material, labor and financial resources at startup facilities and construc- 
tion sites; a reduction of the proportion of new construction in the repro- 
duction structure of capital investments; duration of the construction cy- 
cle as a result of increasing the fixed and circulating capital of construc- 
tion organizations and improvins the organization of administration of con- 
struction; improvement of design and planning decisions; economic stimula- 
tion of construction organizations in order to fulfill the plans for the 
commercial construction output and the early startup of production capaci- 
ties, and other problems. 


In our opinion, the methods for determining the overall volume of incomplete 
construction and also the methods for calculating its level need to be im- 
proved. When formulating five-year plans for capital investments, an impor- 
tant position should be assigned to the development of norms for construc- 
tion stockpiles with the extensive application of mathematical equipment. 
Essential changes have taken place in construction in recent years: there 
has been a considerable increase in the volumes of capital investments, the 
technical supply for newly constructed and reconstructed enterprises has 
improved, the technology and reproduction structure of capital investments 
have become more complicated, and so forth. It is therefore natural that 
the previously established norms for stockpiles and incomplete construction 
do not correspond to the modern level of development of the construction 
industry. Calculations of these should be made on the basis of the average 








weighted duration of the construction of enterprises, taking into account 
corrective coefficienta for the volume of expansion and reconstruction of 
exieting enterprises. Here it would also be expedient to determine the 
average normative planned duration and the actual duration of construction 
in order to make it poseible to evaluate objectively the course of construc- 
tion of one enterprise or another and to implement the investment policy in 
the branch or in the national economy as a whole. 


The need to improve essentially the forms and methods of planning capital 
construction in keeping with the requirements of the national economy plays 
an important role among the measures for increasing the effectiveness of 
construction production that are earmarked by the decree of the CPSU Central 
Committee and tne USSR Council of Ministers of 12 July 1979. As is envi- 
sioned by the decree, the investment policy will be based on stable five- 
year plans for capital construction (with a distribution of the assignments 
throughout the various years). The established plans should be balanced 
with material, labor and financial resources, and also with the capacities 
of construction-installation and planning organizations. Stable and balanc- 
ed five-year plans for capital construction will make it possible for cun- 
struction organizations to prepare themselves promptly for performing the 
earmarked volume of work, not only from the point of view of their own 
technical supply and the availability of qualified personnel, but also tak- 
ing into the account the capacities for producing construction structures 
and parts. 


In this connection, a great deal of attention is being devoted to the crea- 
tion of new production capacities for construction and installation organi- 
zations and enterprises of the construction industry, which will require 
significant capital investments. In the overall volume of capital invest- 
ments, the proportion of capital investments in the development of the con- 
struction industry has increased from 2.6 percent in 1965 to 3.7 percent in 
1978.4 The development of bases of the construction industry should proceed 
while taking into account the prospects for the distribution of productive 
forces in the various republics and economic regions; the creation of a 
production base for a construction organization should precede the construc- 
tion of industrial enterprises or structures in new, unassimilated regions. 


In order to achieve stability and balance in the plans for capital invest- 
ments, the decree of the CPSU Central Committee and the USSR Council of 
Ministers envisions a change in the system whereby ministries, departments 
and union republics submit planned assignments to associations and enter- 
prises under their jurisdiction. In the first place, capital investments 

for enterprises and associations, which are determined on the basis of bal- 
anced calculations in terms of production capacities, fixed capital, materi- 
al resources and so forth, will be allotted for a planned increase in the 
volume of production of goods and services. The initial base of the develop- 
ment of these balances should be the technical and economic indicators that 
are contained in the certificates of production associations and enterprises. 











The provisions for these are to be developed by the State Committee for 
Science and Technology, the USSR Gosplan, the USSR Central Statistical Ad- 
ministration and other organizations. Secondly, minitatries, departments 
and union republics are permitted to retain a reserve of capital invest- 
mente and contracted conetruction and installation work in an amount of up 
to 5 percent of the overall eatablished limit, with the corresponding pro- 
vieion of material and technical resources. This will make it possible to 
manouver resources more easily, to eliminate promptly possible dispropor- 
tions that might appear during the implementation of five-year plane for 
capital construction, and also to ensure the necessary concentration of 
funds for the implementation of the most important statewide programs. 


The development of the socialist economy, the increased scope of production, 
the complication of economic ties and also the experience that has been ac- 
cumulated in administration and planning predetermine an increase in the 
role of resource indicators, which characterize to a greater degree the in- 
creased effectiveness and the final results of operation than value indica- 
tors do. The decree of the CPSU Central Committee anc the USSR Council of 
Ministers envisions a changeover from planning the general (gross) volume 
of work for capital construction to the establishment of a limit of state 
capital investments, and construction and installation work, including for 
technical rearmment and reconstruction of existing enterprises. Thus for 
the five years one establishes the maximum amount of expenditures for the 
planned startup of production capacities and facilities. This policy more 
fully reflects the essence of the intensification of capital construction, 
the need for continuous increase in its effectiveness, and the expenditure 
of a smaller and smaller quantity of resources for performing the deter- 
mined volume of work. The establishment of a plan in terms of volume of 
capital investments has frequently oriented construction organizations to- 
ward inefficient utilization of the resources necessary for attaining the 
indicator for the startup of facilities. And a limit on capital investment 
and construction installation work mobilizes construction associations, 
enterprises and organizations for the achievement of final results (the 
startup of production capacities and facilities) with minimal expenditures 
of money. 





Of principal importance in the decree of the CPSU Central Committee and the 
USSR Council of Ministers, "On Improving Planning and Stepping Up the Influ- 
ence of the Economic Mechanism on Increasing the Effe-tiveness of Production 
and Improving the Quality of Work" is the envisioned changeover, when evalu- 
ating the activity for capital construction of both ministries and depart- 
ments that are clients and construction organization:., two indicators that 
characterize the startup of capacities and facilities that are prepared for 
producing products, and also two indicators of the commercial construction 
output and the increase in labor productivity and profit. A system of eco- 
nomic incentives for construction and insta'lation organizations will be 
constructed, depending on the fulfillment of plans in terms of these indi- 
cators. There is a possibility of evaluating the activity of construction 
organization in terms of the indicator of commercial construction output, 








which takes into account not general (grossa) expenditures on construction 
and installation work, but only their volume in terms of startup complexes, 
facilities and sections which have been completed during the planned year, 
released to the client and prepared for the output of products. This possei- 
bility was verified during the course of an economic experiment for impro- 
ving the economic mechaniem and increasing autonomous financing in the Mini- 
atry of Industrial Construction of the Byelorussian S°R and the Mintatry of 
Construction of the Lithuanian SSR. As a basis for the development of an- 
nual plane in terme of thie indicator they used five-year plans for capital 
conetruction and two-year plans for the introduction of facilities and pro- 
ducts lists for the construction sites. There was a new way of utilizing 
the system of accounts for the prepared facilities and startup complexes, 
the extensio: vf credit for expenditures on the incomple’e construction pro- 
duction and economic incentives for construction organizations. Conducting 
this experiment made it possible to reduce the time period for construction, 
to reduce construction costs, to reduce the volume of incomplete construc- 
tion and to increase the profit of construction organizations. 


Improving the reproduction stiucture of capital investments should play an 
important role in increasing the effectiveness of capital construction: the 
establishment of an optimal ratio between expenditures on simple and expand- 
ed reproduction on fixed capital, and within it--between expenditures on new 
construction and on expansion, reconstruction and technical rearmament of © 
enterprises. While simple reproduction of fixed capital means replacement 
of outdated and obsolete equipment and machines with new ones, expanded re- 
production presupposes with the construction of new enterprises and facili- 
ties or their essential expansion and reconstruction. In the former case 
the volume of capital investments actually includes only expenditures on the 
acquisition and installation of equipment, and in the latter case a signi- 
ficant part of the expenditures goes for the construction of buildings and 
structures. The decree of the CPSU Central Committee and the USSR Council 
of Ministers of 12 July 1979 sets the task of essentially limiting new con- 
struction and stipulates that capital investments for the construction of 
new enterprises and the «xpansion of existing ones will be allotted only in 
those cases where the requirements of the national economy for the given 
kinds of products can not be satisfied by existing enterprises, taking into 
account their reconstruction and technical rearmamemt. A progressive stride 
in the reproduction structure of capital investments is the further in- 
crease in the proportion of them that goes for the reconstruction, expan- 
sion, modernization and technical rearmament of existing production enter- 
prises. In our country the proportion of these capital investments is fair- 
ly high: for all the facilities for production purposes it amounted to 68 
percent in 1978 as against 55 percent in 1960 and 58 in 1970; in such a lead- 
ing branch of industry as machine building, these figures were 77, 77 and 
63 percent, respectively. 


A limitation on new construction is closely related to a reduction of the 
quantity of facilities that are being constructed simultaneously and the 
elimination of the dispersion of capital investments and material-technical 


and labor resources. Without proper justification the ministries and de- 
partments frequently submit proposals for beginning new construction of 
enterprises and facilities, while the constructions organizations, because 
of the Limited possibilities of the material and technical base, are not 
in a position to complete the construction within the normative time period. 
Thue the number of facilities under construction Sy the USSR Ministry of 
Conatruction exceeds 32,000 and the average number of workers at one con- 
struction eite ie 12. It will take about 3-5 years just to complete these 
construction projects even though during the last three years the plan for 
conetruction and installation work for this ministry was qypeowe with an 
increase of from 6.4-13.5 percent over the preceding year. 


The decree of the CPSU Central Committee and the USSR Council of Ministers 
of 12 July 1979 devotes a great deal of attention to changing construction 
over to new forms of accounting between the client and the contractors. In 
1981 we will complete the introduction of accounts for fully completed con- 
struction and enterprises, startup complexes, sections and facilities that 
are released for operation and prepared to produce products. At the pre- 
sent time the client pays for a large part of the work at points in time 
when individual stages are completed or a certain percentage of technical 
readiness is reached. As a result of this, construction organizations are 
motivated primarily not to release the facilities for operation, but to per- 
form the most advantageous jobs. As a result, there frequently arises a 
situation wherein the plan in terms of the "points" (volume of construction 
and installation work) is fulfilled, the client pays for the work, and the 
facilities are released with large shortcomings, the quality of the work is 
only fair, the facilities are not ready to produce products, and they are 
included in the amount of incomplete construction. 


Changing contracting construction organizations over to the new system of 
accounting will require a considerable increase in their circulating capi- 
tal since there will be an increase in the volume of incomplete construction 
and installation work. Now the expenditures of contracting organizations 
on incomplete construction and installation work are covered mainly as a 
result of temporary circulating capital that is provided in the form of ad- 
vances from the clients. But this system of forming circulating capital 
has a number of essential shortcomings. On the one hand, advanced funds 
from clients that are not paid to a particular organization do not motivate 
contracting organizations to expand resources economically. On the other 
hand, the advances are not always received promptly and the permanent fi- 
nancial dependency of the contractors on the clients leads, in a number of 
cases, to a failure to fulfill the plan for the startup of fixed capital 
and production capacities. Therefore the decree "On Improving Planning and 
Stepping Up the Influence of the Economic Mechanism on Increasing the Ef- 
fectiveness of Production and Improving the Quality of Work" envisions that 
expenditures on incomplete construction and installation work should be 
covered through bank credits. The effectiveness of this system of account- 
ing has been confirmed by the work experience of the Byelorussian SSR 
Ministry of Construction Industry. In individual branches there is to be 











4 gradual changeover to the construction of enterprises with credit granted 
by the USSR Stroybank in the amount of the complete cost of construction, 
according to the eatimate when the constructed facilities are completely 
ready to be .urned over to the cliente. The extensive use of bank credit 
will undoubtedly improve the utilization of financial funds by contracting 
organizations are ill contribute to reducing the time periods for construc 
tion. 


There will also be broader application of the system of continuous financing 
of state capital investments in construction sites for production purposes. 
This system presupposes continuity of the construction cycle with the ful- 
fillment by the construction organization of the annual plan for construc- 
tion and installation work and the continuity of financing of this work in 
the volume of the estimated cost established in the title lists. In the 
event of overfulfillmenc « ‘se planned assignment for capital investments, 
the financing will be provide) through bank credit. 


One of the most important areas | improvement of the economic mechanism 
in construction is the ensuran « of continuity in the planning of capital 
construction. To this end the CPSU Central Committee and the USSR Council 
of Ministers have adopted a new policy for the development and approval of 
title lists for newly started construction sites and those that are being 
carried over to the next year. These title lists should be an unchangeing 
planning document for the entire period of construction. They will be used 
as a basis for the activity of clients, contractors and planning organiza- 
tions and they will provide for continuity of financing, the granting of 
bank credit and also the supply of the construction sites with materials 
and equipment. In order to strengthen the stability of the indicators of 
title lists, they can be changed only in the event of the use of new, im 
proved equipment and the utilization of advanced, progressive technology. 


Practice has shown that the existing policy of submitting technical docu- 
mentation and blueprints by 1 October of the year preceding the one being 
planned is not justified. Construction organizations frequently do not 
manage to distribute the volumes of work among the subcontractors, to deter- 
mine the need for material resources, to order equipment or to coordinate 
the time periods for its delivery, and so forth. Therefore it was decided, 
beginning with the plan for 1981, to include in the plan for capital con- 
struction only those construction sites and products which, by 1 July of the 
year preceding the planned year, have approved planning estimates and blue- 
prints for the annual volume of construction and installation work. 


Along with measures directed towards strengthening the centralized basis in 
administration of construction, the decree of the CPSU Central Committee and 
the USSR Council of Ministers of 12 July 1979 envisions a significant expan- 
sion of the rights of executives as well as the utilization of the initia- 
tive of labor collectives to achieve high final results. Beginning with the 
Eleventh Five-Year Plan, under a directive policy, eight indicators will be 











eatabl‘shed for conatruction and installation organizations regarding con- 
etruction work: the startup of production capacities and facilities, the 
overall volume of commercial construction output, increased labor producti- 
vity, the limit on the number of workers and employees, the overall wage 
fund, profit, the assignment for the introduction of new technical equip- 
ment, and the volume of deliveries of machines and materials necessary for 
the fulfillment of the plan. In addition to the aforementioned indicators, 
the annual plane have another one: payments and allocations from the state 
budget. All the remaining indicators will be developed by construction or- 
ganizations as accounting figures. The managers of enterprises and associa- 
tions have been given the right to establish title lists for technical re- 
construction of enterprises, regardless of their estimated cos:. 


The ortentation of construction toward the output of the final product=<-the 
startup of production facilities that are prepared for producing products 
and also the release for operation of residential buildings, schools, hos- 
pitals and other facilities for nonindustrial purposes--is supported by a 
whole number of measures for increasing the material incentives of collec- 
tives and individual workers. 


The measures developed by the communist party which are directed toward im- 
proving the economic mechanism are of a global, long-term nature. Success- 
ful implementation of the decisions that have beer adopted requires further 
development of economic theory and also deeper study of the problems of im- 
proving the economic mechanism in the course on political economics and in 

other economic disciplines. In this connection it is necessary, of course, 
also to devote attention to problems related to the the problems of capital 
construction and its increased effectiveness. 


Thus the subject entitled "Planning the National Economy" should give de- 
tailed consideration to the new system of planning and evaluating indicators 
of the operation of the operation of enterprises in the construction indus- 
try which orient them toward producing the final product--production facili- 
ties that are released for operation and are prepared for producing products 
and also facilities for nonindustrial purposes. When describing the devel- 
opment of the system of autonomous financing relations under the conditions 
of development socialism, the subject ‘ntitled ‘Fundamentals of Autonomous 
Financing" should deal with the peculiarities of the organization of auto- 
nomous financing in construction and problems related to the changeover of 
construction and installation as well as design organizations to complete 
autonomous financing. The peculiar.ties of the organization of intra-eco- 
nomic accounting can be shown with the example of the brigade contract in 
construction as one of the forms that materially motivate workers to reduce 
the time periods for the construction and startup of facilities. Special 
attention should be devoted to problems related to characterizing capital 
investments in the national economy when studying the subject entitled "Ex- 
pansion of Reproduction of the Global Social Product" which should show the 
link between capital investments and the accumulation fund of che national 
economy, give a description of factors that determine the effectiveness of 


capital investments, and consider areas for improving it. 
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Capital Investments 
Moscow FINANSY SSSR in Russian No 2, 1980 pp 24-26 


[Article by U. N. Nabitayev, manager of the Kirgiz republic office of the 
USSR Stroybank: "On Several Reserves for Increasing the Effectiveness of 
Capital Investments") 


[Text] Bank institutions of the republic are devoting much attention to 
improving economic and control work so as to contribute to more efficient 
utilization of capital inves.ments, the prevention of their dispersion, a 
reduction in the volumes of incomplete production, and successful fulfill- 
ment at eaci. construction site and by each construction organization of 
assignments for the startup of production capacities and facilities and the 
strengthening of state and financial discipline in construction. In order 
to concentrate capital investments, material, technical and labor resources, 
and the production capacities of contracting organizations on the most im- 
portant construction sites and facilities which are of decisive significance 
for fulfilling the assignments of the five-year plan and also at construc- 
tion sites whose startup is envisioned for 1978-1979, the republic office 
and its institutions has carefully analyzed the plans for capital construc- 
tion and the title lists for 1978. 


At the bank's suggestion 56 newly started construction projects with an an- 
nual volume of capital investments of 6,685,000 rubles were excluded from 
the plan. Of these, 11 were excluded because of violations of the norms for 
the duration of construction, 44--because of the allotment of an inadequate 
volume of capital investments for startup and carry over construction pro- 








jecta (4,882,000 million rubles) and l-=because of the lack of technical 
documentation, At the same time capital investments were increased by 
12,651,000 rubles for 112 conetruction sites, which made it possible to in- 
crease the assignments for the introduction of fixed capital by 22,146,000 
rubles at 64 conetruction sites, 


in the overall number of construction sites that were excluded, for the re- 
public ministries and departments alone 32 construction projects with an 
annual volume of work of 4.1 million rubles were excluded from the plan for 
1978; the volume of capital investments was increased by 6.1 million rubles 
for 55 startup projects. As a result of this the assignment for the intro- 
duction of fixed capital at 31 construction sites was increased by 9.6 
million rubles, and moreover, construction projects that were not introduced 
in 1977 were provided with capital investments. It was not possible to ex- 
clude all newly started construction projects from the 1978 plan for capital 
construction and transfer the released funds to carry-over projects because 
of the branch distribution of the money, the need to include new construc- 
tion projects in order to provide for the startup of capacities in 1979 and 
the load on contracting organizations. Therefore 66 newly started construc- 
tion projects remained in the plan and the allocations for them were en- 
visioned with violations of the norms for the duration of construction. 


An analysis of the draft of the plan for capital investments in 1979 showed 
that for 20 ministries, departments and ispolkoms of local soviets of 
peoples’ deputies, at the suggestion of the republic office of the USSR 
Stroybank, 26 newly started construction projects with an estimated cost of 
38.3 million rubles and a volume of capital investments of 6.6 million 
rubles were excluded. Among them were such large construction projects in 
the city of Frunze as the republic clinical hospital (estimated cost--116.2 
million rubles and volume of capital investments--680,000 rubles), the un- 
derpass on Pravda Street (2.99 million and 200,000 rubles respectively), 
the complex for the vocational-technical school of the State Committee of 
Kirgiz SSR for Vocational and Technical Education in the village of Shamaldy- 
Say in Oshskaya Oblast (2.99 million and 375,000, respectively) and others. 


The Kirgiz SSR Ministry of Consumer Services had planned to begin three 
construction projects with an estimated cost of 1.8 million rubles and with 
an annual volume of capital investments of 910,000 rubles. At the sugges- 
tion of the Stroybank office, two of these were excluded from the pian and 
the allocations for a consumer service combine in the urban type village 

of Kant were increased within the limits of the norm (an additional 72,000 
rubles were allotted). The remaining released funds were used to complete 
the construction of the consumer service combine in the village Teploklyu- 
chenka in Issyk-Kul'skaya Oblast which was not introduced in 1978. 


The republic Ministry of Trade, having failed to complete two construction 
projects whose time periods expired in 1978, included in the plan a new 
project -- a restaurant in Frunze. At the request of the office this con- 
struction project was excluded from the plan and the 134,000 rubles that 








were released were used to complete the construction of a vegetable store- 
house in the city of Cholpon-Ata and 96,000 rubles were used to increase 
the volume of capital investments in a restaurant in Naryn. When the plans 
for 1979 were adopted the bank suggested excluding a total of 38 newly 
started construction projects with a volume of capital investemtns of 9.2 
million rubles. 


Design and research work is frequently planned without coordination with 
the construction plans. A selective inspection of the promptness of the 
utilization of planning estimates that were developed and paid for in 1978 
in just 10 ministries and departments of the republic revealed that of the 
41 construction projects that were to be started in 1979 (with a cost of 
design and rescarch work of 362,000 and an estimated cost of 20.5 million 
rubles) only 18 were included in the plan (for 141,100 rubles and 1.0.7 
million rubles, respectively). The remaining ones were not included because 
of the limitations on capital investments. It is necessary to coordinate 
the time periods for design, construction and startup of facilities and pro- 
duction capacities. 


But individual ministries and departments carry out design work without tak- 
ing into account the funds that are allotted for construction, as a result 
of which planning estimates developed for more than 2 years before the be- 
ginning of construction are not utilized. As a result, they become out- 
dated and are written off or their reworking costs large additional sums. 

In 1978 alone 83,900 rubles were spent to adjust outdated designs for 48 
projects. For example, the Frunze Gorispolkom has unutilized planning esti- 
mates for 68 construction projects worth a total of 1,029,000 rubles, the 
Ministry of the Construction Materials Industry -- for 46 construction 
projects worth 924,900 rubles, the Ministry of Automotive Transportation 
and Highways -- for 66 construction projects worth 873,000 rubles, and so 
forth. 


With this situation certain ministries and departmenté still continue to 
plan design work for future years in fairly large sums. Thus the Kirgiz 
SSR Ministry of Light Industry which has planning estimates for 30 construc- 
tion projects worth 593,000 rubles which have not been used in construction, 
submitted an order for 1979 for the planning of future years in an amount of 
147,000 rubles. The republic Ministry of Construction, which have 16 de- 
signe worth 209,000 rubles which have not been util‘ zed in construction 
planned in 1979 to spend a total of 194,000 rubles fur designs for future 
years. 





The inspection showed that in 1978 alone documentation worth 378,000 rubles 
was submitted to be written off. For example, they wrote off 27,900 rubles 
in expenditures on a design for a medical and sanitation section in the 
city of Frunze (client--Kirgizg avenergo) because this construction site 
was not included in the Tenth Five-Year Plan. In the village of Chim—Kurgon 
they wrote off the cost of design work for expanding the hospital which 
amounted to 26,500 rubles because there was no longer a need for it. 
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Correct calculation of the estimated cost of one project or another is the 
basic prerequisite for effective utilization of capital investments, for 
strengthening autonomous financing in contracting organizations and for re- 
ducing the cowet of construction and inetallation work. But we have still 
not reached a point where the estimate approved by the client and coordinat- 
ed with the contracting organization has become the basic and unchanging do- 
cument for the entire period of construction. Adjustments in the designs 
and recalculations of estimates have become more frequent recently. In 1978 
alone for construction projects financed by the Kirgiz office of the USSR 
Stroybank, planning estimates were revised for 30 construction projects with 
a cost of 85.6 million rubles. 





Design organizations frequently determine incorrectly the estimated cost of 
projects, which complicates planning of construction and makes it necessary 
to seek out additional labor, material and financial resources. These are 

essentially taken away from other construction projects. 


Yet many ministries, departments and ispolkoms of local soviets of peoples’ 
deputies continue, with the knowledge of the republic Gosplan, to include in 
plans construction projects that are not provided with planning estimates. 
Thus on 1 February 1979 the plan for capital construction included 13 con- 
struction projects for which there were no planning estimates. 


The bank does not accept these projects for financing. By studying more 
carefully the expediency of new construction and the possibilities of assi- 
milating the capacities and by analyzing deeply the economic effectiveness 
of capital investments, engineering and technical workers and economists of 
the bank could avoid premature development of planning documentation and 
wasted expenditures which amount, unfortunately, to considerable sums. 


In the work of the republic office and its institutions, most of the atten- 
tion is devoted to supervising the fulfillment of the startup program. A 
list has been made of the most important startup projects, capacities and 
facilities and these are taken under special control. In 1978 the bank con- 
ducted on-the-spot checks of 153 construction sites and facilities. Local 
party and soviet agencies were advised of shortcomings that arose in the 
course of the construction so that they could take the necessary measures. 
The office renders practical assistance to its institutions in organizing 
control as a startup program by sending responsible workers to the sites and 
also hearing reports from the managers of these institutions at meetings of 
the office's council. Moreover, bank institutions hold meetings with mana- 
gers of construction sites and construction organizations where they earmark 
concrete measures for eliminating arrears in construction. 


This has contributed to a certain degree to eliminating the factors that im 
pede the normal course of construction and the fulfillment of planned assign- 
ments. The plan for capital investments for the most important construction 
projects during the first quarter of 1979 was fulfilled by 140.5 percent, 
construction and installation work--by 124.7 percent, and the introduction 
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of tixed capital--by 131.6 percent. The plan was fulfilled for the intro- 
duction of planned capacities for electrification of agriculture. We put 
into operation 18 electric power transmission lines with a length of 140 
kilometers while the plan called for 12 lines with a length of 70 kilometers. 
The level of fulfillment of the plan for capital construction among the con- 
struction projects financed by the bank is somewhat higher than it is for 

the republic as a whole: capital investments--by 7 points, construction and 
installation work--by 5 points, and the introduction of fixed capital--by 

10 pointe. 


Under the Tenth Five-Year Plan it is intended to develop credit relations in 
the sphere of conctruction and to utilize credit more extensively for re- 
construction and technical rearmament of existing enterprises. It must be 
noted that bauk inetitutions of the republic now frequencly make the issu- 
ance of loans to contracting organizations dependent on the latter's fulfill- 
ment of quantitative and qualitative planning indicators and they are more 
likely to refuse loans for expenditures on incomplete production that are 
made in excess of the plan for non-startup projects and also for projects 
whose release deadlines have ;assed or those which have not been documented 
for financing but have been released to the clients without the finalization 
of accounts. In 1978 more than 45 million rubles' worth of credit was re- 
fused for these reasons alone. This amounts to 13.3 percent of the actual 
expenditures on incomplete construction for projects whose accounts do not 
include intermediate payments. 


In 1978 contract organizations controlled by the republic Stroybank were 
granted 1,477,600,000 rubles in short-term credit. And the proportion of 
this credit that was used in the sphere of material production increased by 
3.4 points as compared to 1977 and amounted to 44.9 percent while credit for 
incomplete production of construction and installation work for the given 
period ‘ncreased by 2.8 points (35.4 percent) in the overall sum of short- 
term loans that were grantea. Credit for incomplete construction and instal- 
lation work was used by 104 contracting organizations or 86 percent of the 
overall number of them that are controlled by the bank while in 1977 only 

89 organizations took advantage of it. 


In solving the prob’cms earmarked for the Tenth Five-Year Plan, a primary 
role is assigned to increasing labor productivity. The increasing labor 
productivity in construction per worker in percentages of 1975 was envision- 
ed as follows: for 1976--105.5 percent, 1977--111.1 percent, 1978--117 per- 
cent, 1979--123 percent and 1980--129.2 percent. On an average for the 
Five-Year Plan, it is intended to increase labor productivity in capital con- 
struction by 17.1 percent. This should provide for four-fifths of the in- 
crease in the volume of construction and installation work. 


The assignment is difficult. In 1978 construction organizations were to in- 
crease labor productivity by 17 percent as compared to 1975. In order to 
cope with this task, it is necessary to introduce progressive technical 
equipment and technology more extensively, to raise the level of mechaniza- 











tion and automation of production processes in all ways, and to reduce the 
proportion of manual labor. But the proper attention is still not being 
devoted everywhere to this most important part of the work. In 1978 in the 
republic as a whole labor productivity increased by only 4.7 percent as com- 
pared to 1975 and the growth rates as compared to the preceding year amount- 
ed to only 0.9 percent. The level of organizetion of labor at the projects 
remains low, nonproductive losses of working time are high, and violations 
of labor discipline, write offs and slipshod work have still not been elini- 
nated. The brigade contract method, the initiative of the Sverdlovek wor- 
kere, piece-rate-plus-bonus payment for labor and other advanced undertak- 
inge are ecill not being aggressively disseminated in the construction or- 
ganizations of the republic. 


The elimination of the aforementioned shortcomings is of immense mobilizing 
Significance for successful fulfillment of socio-economic tasks. 


COPYRIGHT: "Finansy SSSR", 1980 
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[Article by M. A. Pessel', professor, doctor of economic sciences, depart- 
ment head of the Moscow Economics and Statistics Institute: "The Develop- 
ment of Credit Relations in Construction") 


[Text] The decree of the CPSU Central Committee and the USSR Council of 
Ministers of 12 July 1979, "On Improving Planning and Stepping Up the In- 
fluence of the Economic Mechanism on Increasing the Effectiveness of Produc- 
tion and Improving the Quality of Work," devotes a great deal of attention 
to expansion and more efficient utilization of credit relations in capital 
construction. 


In the process of improving the economic mechanism in construction, we are 
expanding the boundaries of the application of credit and increasing the 
role of interest on credit as an econouaic lever to stimulate and increase 
the efficiency of production. 


Measures envisioned by this decree for improving credit relations in con- 
struction were developed while conducting large-scale experiments in Byelo- 
russia, Lithuania, Leningrad, Moscow and several other places. The impor- 
tant thing here is the expansion of the application of credit in construc- 
tion. While in 1966 8.1 percent of all long-term loans issued by the USSR 
Stroybank were for centralized capital investments, in 1978 they comprised 
more than 75 percent. In 1978 credit was used by more than 7,200 enter- 
prises and organizations that carry out construction. 


1) 





As the result of the increased role of credit as a source of expanded repro- 
duction of fixed capital, it becomes possible to use the loan fund for in- 
fluencing the main factors in increasing the efficiency of capital invest- 
mente: increased labor productivity in construction on the basis of its 
technical rearmament, improvement of the reproduction structure of capital 
investments, reduction of the duration of construction and the volume of 
incomplete construction, reduction of the cost of construction and installa- 
tion work, and improvement of the quality of construction output. 


The practice of the development of he extension of long-term credit for 
capital investments shows certain auvantages of the credit method over fi- 
nancing construction on a nonreimbursable basis. The managers of enter- 
prises have greater responsibility for efficiently utilizing the circuiating 
capital that is allotted, for adopting measures for rapid startup of procuc- 
tion capacities and facilities, and, consequently, fixed capital, as well 

as for accelerating the recouping of capital investments. At the same time 
credit contributes to expanding the rights of managers of enterprises to 
expend funds for the introduction of new technical equipment, contributes to 
the development of initiative for expanding and improving production, makes 
it necessary to utilize capital investments more efficiently and increases 
responsibility for more correct utilization of fixed capital that is created 
as a result of credit. 


Granting credit with the conditions that high (no lower than the normative) 
effectiveness of expenditures is substantiated in the plan, that their re- 
payment is provided for, that the funds obtained for capital investments be 
returned by previously established deadlines and that interest be paid on 
credit stimulates increasing the efficiency of expenaitures. 


The bank form of extending credit makes it possible to expand and deepen 
the link between the bank and capital construction by establishing the basic 
time periods for repaying l. ans, by applying the corresponding measures to 
the enterprises that receive the loans when they are not repaid promptly, 
and so forth. This makes it possible for the bank to use various economic 
methods to control the process of assimilation of capital investments. 


The advantages of the credit method of supplying monetary funds for capital 
expenditures are not realized automatically. They become more manifest as 
the sphere in which credit participates in capital investments expands, as 
the amounts and sources for repaying it are established with better justi- 
fication, as the time periods for the effects of the loans are established 
more correctly, as benefits and sanctions are applied more effectively and 
as the effects of interest on credit become more active. 


But so far credit relations are still developing slowly in construction. 
In order to overcome this shortcoming, the aforementioned decree of the 
CPSU Central Committee and the USSR Council of Ministers has envisioned a 
whole complex of measures for the development of credit relations in the 
sphere of construction. 











The weasures include a significant increase in the proportion of credit in 
the tormation of circulating capital for contracting construetion and plan- 
ning organizations, an increase in the influence of loans in financing capi- 
tal investments for construction workers and an increased role of credit in 
accounts between suppliers and consumers ii: all branches of the national 
economy. 


An important element in improving the economic mechanism is the completion 
in 1981 of the introduction of accounts between elients and contractors for 
enterprises, startup complexes, sections and facilities whose construction 
is fully completed when they are released for operation, and which are pre- 
pared for producing products and rendering services having spent the esti- 
mated amount of money for commercial construction output. The changeover 
to this policy of accounts makes it necessary to reduce the advances granted 
by the clients to the contracting organizations for expenditures on incom 
plete construction. These expenditures will be financed through bank cre- 
dit. And in order to issue these loans the banks will use those financial 
resources that are released from the clients as a result of the changeover 
to accounts without intermediate payments. The replacement of advances, 
which are essentially a form of commercia! credit, with direct bank credit 
is an important stage in the further development of principles of extending 
credit: the integral nature of the extension of credit, the promptness, 
the repayment and the security of bank loans. 


Direct bank credit for contracting organizations eliminates significant 
shortcomings that are inherent in the system of advances. The transfer of 
advances has not made it possible to provide the necessary conditions for 
autonomously financed activity since in many cases contracting organiza- 
tions have been oversupplied with financial resources--monetary funds have 
come in regardless of the volume of construction and installation work that 
was performed. Direct bank credit for contracting organizations will con- 
tribute to strengthening planning discipline and will exert an influence 
for more complete fulfillment of the plans for the commercial construction 
output and prompt startup of production capacities and facilities. 


The replacement of advances with direct bank credit will change the struc- 
ture of the sources of forming circulating capital in contracting construc- 
tion and installation organizations. Because of the system of advances the 
structure of the sources for forming circulating capital in contracting 
construction and installation organizations is considerably different from 
their organization in other branches of the national economy, for example, 
in industry, which is clear from the table. It shows the proportions (in 
percentages) of sources of circulating capital as of 1 January 1979. 


With the elimination of advances and the changeover of contracting construc- 
tion and installation organizations to direct bank credit, the proportion 

of credit indebtedness will decrease sharply and bank credit will partici- 
pate in construction in approximately the same proportion as in industry. 
This system provides fur further development of the principles of forming 
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cLleulating capital on a proportionai basis. I[t has proved itself in incus- 
try and a number of other branches. The proportion of internal funds of 
contracting organizations and the formation of incomplete production (norma- 
tive) should amount to approximately 10 percent of the annual volume of work 
performed by the contracting construction and instllation organizations. 

If the construction organizations do not have enough of their own money to 
meet this normative they will also use bank credit within the limits re- 
leased from the clients so as to complce the changeover to accounts with- 
out intermediate payments. 


Table. 
Sources of circulating Contracting con- Industrial 
capital struction and in- enterprises 
stallation organi- 
zations 





Internal funds and 


the like 16.5 34.5 
Bank credit 19.2 48.0 
Credit indebtedness 

(including advances) 61.0 8.9 
Other 3.3 8.6 


The direction of development of credit relations which provides for accounts 
between contractors and clients according to the principle of releasing com- 
pleted objects is promising. Therefore the decree of the CPSU Central Com- 
mittee and the USSR Council of Ministers has drawn attention to the expedi- 
ence of a gradual changeover in individual branches to the construction of 
enterprises (structures) using credit that is granted by the USSR Stroybank 
to contracting construction and installation organizations in the amount of 
the full estimated cost of construction of the enterprise which is accepted 
by the general contractor. 


It should be noted that there is an increase in the role of credit in the 
formation of circulating capital not only for construction organizations, 
but also for all other participants in the investment process. The decree 
stipulates that accounts between clients and design and research organiza- 
tions should also be kept for designs for the construction of enterprises, 
startup complexes, sections and facilities that are fully completed and ac- 
cepted by the client. Expenditures of these design organizations up to the 
planned time for the release of the designs are covered through their own 
circulating capital and also bank credit, whose financial source should be 
funds liberated from clients because of the changeover to accounts without 
intermediate payments. This leads to an increase an increase in design and 
research organizations of that part of circulating capital that is formed 
from bank credit. 
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As tor the clients, the expansion of the utilization of credit for forming 
their circulating capital is achieved by using bank loans to pay for large 
domestic technological and power equipment for facilities with production 
purposes before the planned date for the equipment to be released for in- 
stallation. 


Ic must be pointed out that under the Eleventh Five-Year Plan it is intended 
to make the amounts of circulating capital of production associations (en- 
terprises) correspond to scientifically substantiated normatives with bank 
credit making up part of the normative if necessary. 


Further improvement of the economic mechanism presupposes strengthening 
credit relations between banks and client builders. More extensive utiliza- 
tion of loans in this area can contribute to more rapid startup of fixed 
capital and increased output-capital ratio. Clients were also able to use 
bank credit previously. Thus with bank credit it is possible to make capi- 
tal investments in new construction projects, the expenditures for which are 
reimbursed within no more than five years, and also expenditures related 

to technical rearmament and reconstruction of existing enterprises. But 
still capital investments that are made with credit have been developing 
slowly until recently. Many executives have preferred to use budget alloca- 
tions or to obtain money from their own ministry through redistribution and 
they have not been willing to apply for loans. True, when implementing the 
decisions of the 25th CPSU Congress many enterprises and construction minis- 
tries began to utilize credit more extensively as a source of financing 
capital investments. Suffice it to say that the amount of long-term credit 
issued by the USSR Stroybank during the four years of the Tenth Five-Year 
Plan was almost three times as great as the amount issued during the corres- 
ponding period of the Ninth Five-Year Plan. 


The aforementioned decree of the CPSU Central Committee and the USSR Council 
of Ministers envisions financing state capital investments for construction 
projects for induetrial purposes continuously, on the basis of title lists 
for the entire period of construction within the limits of the amounts sti- 
pulated in the approved estimates. When the plan for capital construction 
is overfulfilled in a given year the financing for the indicated construc- 
tion projects will be provided through credit issued in keeping with the 
established credit plans. This eliminates the serious difficulties which 
previously existed in financing construction. 


An important means of strengthening the financing of the ministries, asso- 
cilations and enterprises is the creation of a unified fund for the develop- 
ment of science and technology. The money in this fund will be an important 
factor in conducting scientific research, experimental design and technolo- 
gical work and also work related to the development and assimilation of new 
kinds of products and technological processes, the improvement of the quali- 
ty of items, and the introduction of scientific organization of labor. The 
banks now have a right to grant credit to ministries and departments for 
work that is financed with money from the unified fund for the development 
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of science and technology when during the course of the year che income of 
money into that fund does not coincide with the amount of expenditures made 
from the fund. Enterprises and associations have been given the right to 
obtain credit for the payment for work that is performed ahead of time and 
also for implementing highly effective measures for the development of sci- 
ence and technology that are not envisioned by the plan. Credit for paying 
for these measures will be granced for a period of up to two years and it 
will be repaid with money from the unified fund for the development of 
sctence and technology. 


The decree of the CPSU Central Committee and the USSR Council of Ministers 
of 12 July 1979 devotes a great deal of attention to increasing the autono- 
mous financing sigaificance of the mechanism for the distribution of profit. 
The normative method of distributing profit leaves a certain proportion of 
it for the internal needs of the enterprise, including for capital invest- 
ments. Under these conditions, when there is not enough profit for finan- 
cing capital investments for facilities for production purposes, there a- 
rises a need to use bank credit in the five-year plans and, in a number of 
cases, funds from the state budget. Thus credit relations are penetrating 
more and more deeply into the economic acti: ity of all participants in the 
construction conveyor--beginning with the planners and ending with the cli- 
ents who utilize the new fixed capital. 


An essential aspect of improving credit relations is a more clear cut dif- 
ferentiation of interest rates for credit, depending on whether the loans 
are taken for planned or nonplanned needs, whether the measures envisioned 
by the plan are carried out, and how the accounts for them are handled. 

The amount of payment for the utilization of credit should depend largely 
on the quality of the work of the participants in the investment process. 
Thus, for example, if the enterprises are to be given loan (bank) resources 
instead internal resources or advances for covering certain minimal needs, 
then the interest on the loa~s that are granted because of these situations 
is established at a low level. Based on this, the contractors (construc- 
tion and installation organizations, mechanization administrations and 
trusts, and so forth) have an interest rate of 0.5 percent annually for 

the formation of the normative expenditures for incomplete production and 
for expenditures on incomplete construction and installation work up to the 
planned deadline for the completion of the construction of enterprises, 
Startup complexes, sections and facilities. 


Upon the expiration of the planned time period for the release of designs, 
and completed construction of enterprises, startup complexes, sections 

and facilities, the amount of the interest rate should be increased to 

5 percent. Interest rates for long-term credit can be establ{fshed at 

the level of 1 percent annually if the planned construction deadlines are 
met, they can be reduced to 0.5 percent with early completion, and they can 
be increased to 2 percent annually when there are violations of the planned 
time periods. 














It is now becoming especially important to strengthen payment discipline 
and to accelerate accounts. Mich that is new has been earmarked in this 
regard. In order to increase the material responsibility of the suppliers 
for the observance of contractual commitments, the stipulated sanctions 
should be applied as a mandatory policy, without mutual allowances (that 
is without mutual pardons) and for ensuring prompt accounts for products 
that are delivered in keeping with agreements that have been concluded, 
the banks can grant loans for a period of up to 60 days which are issued 
to the payer in order to ensure prompt accounts. These loans will be 
repaid in the sequence established for the payment of commercial and 
material values with an interest of 5 percent annually. If they are not 
repaid within the established time period the interest will be raised to 

a level of 12 percent. The introduction of this policy, which guarantees 
prompt income of funds to the suppliers who are meeting their contractual 
commitments, does not remove the responsibility either from the supplic:s 
or from the consumers for prompt income of payments for which they are 
responsible. On the contrary, the increased mutual incentives of the 
consumere and the suppliers for prompt accounts should contribute to effi- 
cient utilization of the aforementioned credit and to the expenditure of 
profit in such a way that it is not used for paying increased interest. 


Improvement in the economic mechanism will make it necessary to raise the 
level of economic work of the ministries, associations, enterprises and 
organizations to a higher level. In order to increase the role of auto- 
nomous financing, economic levers and stimuli which is necessary because 
of the scal» of growth of the economy and the complication of prceduction 
ties, it will be necessary to improve the organization of economic work 
in all administrative agencies. In order to increase the efficiency of 
construction it will be necessary to provide for efficient leadership of 
economic and financial activity of enterprises and organizations on the 
part of construction trusts, associations and ministries. The decisions 
of the party and government concerning improving the economic mechanism 
create favorable new conditions for increasing the role of economic methods 
of control of construction production, especially with extensive utiliza- 
tion of credit relations in construction. 


COPYRIGHT: Stroyizdat, 1980 
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CONSTRUCTLON 


IMPROVEMENT OF "LANNING METHODS IN CONSTRUCTION URGED 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 2 ,Feb 80 pp 110-113 


[Article by G. Zubatkin, senior scientific staff member of the 
Scientific Research Institute of Economics of Construction (NIIES), 
USSR Gosstroy ]} 


[Text] The resolution of the CPSU Central Committee :nd USSR Council 

of Ministers "On Improving Planning Methods and Strengthening Influence 
of the Ecomomic Mechanism on Raising Efficiency of Production and Quality 
of Work" calle for introduction of a number of new indicators which are 
to be incorporated into the plans of USSR construction ministries and 
departments as well as construction and installation organizations. 

They are primarily intended to orient builders toward attainment of the 
best end results and raise efficiency of production. 


Of greatest significance to the national economy is putting production 
capacities and facilities into operation. This indicator is complemented 
by another which is also of great importance -- the growth of production 
capacities attributable to technical re-equipment and reconstruction of 
enterprises already in operation. Modernization and reconstruction of 
enterprises are among che most efficient kinds of capital construction 
for the national economy and are becoming independent objectives of 
centralized planning. | 


An important indicator defining end results of production is the overall 
volume of marketable construction production and that produced with the 
construction and installation's own resources, expressed in terms of 
value distributed among its customers. This indicator characterizes 

the value of construction and installation work on enterprises which are 
completed and turned over to customers and lines, start-up facilities 
and buildings which are prepared for output of goods or services. The 
indicator of marketable construction production is being used on an 
experimental basis in the industrial construction ministries of Belo- 
russia and Lithuania, in Glavmosinzhstroy [Main Administration for 
Construction of Engineering Structures in Moscow] and others. 
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The volume of conetruction and inetallation work on projects or stages 
of work which are to be completed in the planned year and turned over 
to customers at their estimated value ie either being treated with less 
significance or excluded from the planning indicators under the new 
management procedures. 


Of great significance for improving the quality of plane and strength- 
ening thier influence on production efficiency ie the transition to 
planning of labor productivity of construction and installation organi- 
zations in terms of pure (norm) pr iuction', or another indicator which 
more accurately reflects changes in expenditure of labor and the wage 
fund -— based on the norm for one ruble of product output -- by the 
indicator used for planning productivity of labor. 


When the volume of construction production, productivity of labor and 
the wage fund are planned on the basis of the volume of construction and 
installation work, fulfillment of the plan by these indicators depends 
to a large degree on the quantities of materiale required for the work. 
In view of this builders have been motivated toward priority completion 
of high-cost projects, often to the detriment of timely commissioning 
of some facilities. 


Experiments conducted by NIIES on use of the pure (norm) production 
indicator revealed advantages which make it possible to replace the 
volume of contract work with this indicator and realize more accurate 
data on growth in productivity of labor and expenditures from the wage 
fund. Therefore, the overa)l volume of contract work and that completed 
by the organization's own resources will be used in the future only to 
calculate requirements for material and technical resources, the wage 
fund, working capital and bank credits. 





1. According to the methodical directions on the procedure for develop- 
men and use of the pure (norm) production indicator, the pure pro- 
¢uetion norm (NChP) for a specific article is determined by the 
formula: 


NChP=Zpr+Zpr Kz+Pn, 
where Zpr is the basic and supplemental wage of production workers 


with deductions for social insurance in the design (planned) calcu- 
lation of production cost of the article; 


Pn is the profit established on the basis of the profitability norm. 








The tndicatore which were incorporated into the five-year and yearly 
plane of the conetruccion minietries and departments and construction 
and inetallation organizations call for limiting the number of laborers 
and wi.ite collar workere required for fulfillment of the established 
plan for conetruction. 


Theee indicators, which are oriented toward end resulis, can be used 

in planning of production operations in construction d installation 
Organizations. However, the end result of production for specialized 

and subcontractor construction organizations is represented by an 
Organizationally and technologically related combination of work projects 
(excavation, trinming, sanitary engineering, etc.) completed on existing 
structures. 


For production-operations planning of contract work in trusts and 
construction and installation administrations it is expedient to use 
the volume of construction and installation work on the distinct and 
repeatable parts of buildings and etructures (sections, stories, spans, 
sectors, etc.). 


The referenced resolution of the CPSU Central Committee and the USSR 
Council of Ministers envisions new procedures for evaluation of pro- 
duction operation activities of construction and installation organi- 
zations as well as economic stimulation of these organizations based 
on fulfillment of quotas for commissioning of production capacities 
and facilities, marketable construction production and growth in labor 
productivity and profit. 





Improvement of planning of construction production and methods for 
accounting between customers and contractor organizations for com- 
pletion of construction ana installation projects are closely inter- 
related. Therefore, the transition to planning and evaluation of 
activities on the basis of end results of production is accompanied 
by a simultaneous institution of accounting methods between customers 
and contractors for enterprises which are totally completed and put 
into operation by the builder and lines, start-up facilities and 
buildings prepared for output of goods or services. 


Implementation of a system of interrelated measures for improvement 

of planning of construction production and accounting between customers 
and contractors is an important factor in raising efficiency of con- 
struction production, accelerating the pace construction and putting 
buildings and start-up facilities into operation on a timely basis. 


The adopted indicators provide for planning of profits of the construct- 
ion organizations and, for some of them, a reduction in production costs 
of construction and installation work. 





24 








At present profite are planned by accounting for turn-over to customers 
of volumes of conetruction and inetallation work done by the conetruction 
and {netallation organization's own resources, both on completed projecte 
and on construction objectives (work stages) to be completed in the plan 
year, with the eum of profite on work stages predominating. Existing 
procedures for planning profite on the basis of both completed construct- 
ton projects and etages of work in progress are not in line with the 
contemporary orientation toward end results of production and do not 
serve to accelerate the pace of construction and ensure timely commis- 
sioning of projects and start-up facilities. To eliminate this disparity 
in planning of piofits as well as in planning of construction production, 
in our opinion, only completed projects and start-up facilities should 

be considered. Such a method of planning profits also depends on the 
accounting methods being implemented between customers and contractors 
for enterprises totally completed and put into operation by builders 

and start-up facilities, lines and buildings prepared for output of 

goods and services and on estimated costs of marketable construction 
production. 


Planning of profite on the volume of marketable construction production 
is based on calculation of the reduction of production costs for con- 
struction and installation work performed by the construction organiza- 
tion's own resources over the entire period of construction of the 
project or start-up facility. This accounts for savings from imple- 
mentation of the measures envisioned in the technical development plan, 
increased production efficiency, reduction (raising) of tariffs and 
prices for conetruction materials and others. 


Introduction of new methods for planning profits will not, in our opinion, 
require substantive changes in accounting for expenditures for production 
or in the production cost of construction and installation work in either 
incomplete production or marketable construction production. 


With use of the new progressive methods of accounting between customer 
and contractor for enterprises, buildings and start-up facilities which 
are totally completed and put into operation, there is in a number of 
cases the possibility that the rhythmical pace of project commissioning 
during the year or years of the five-year plan and, consequently, also 
the output of marketable construction production may be disrupted. 

This will reflect negatively on profits realized as well as on the 
economic stimulation fund built up on the basis of profits. According 
to NIIES calculations of materials of Trust Number One of Saratovkhin- 
tyzhstroy [Saratov Association for Heavy Construction for the Chemical 
Industry], during the transition to new methods of accounting the 
volume of marketable construction production declined by 24.2 percent 
in the first year while calculated profits and the economic itimulation 
fund declined by 30 percent. Expenditures planned against profits are 
also being reduced. 
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Such te aleo the case in the construction and inatallation trust of 

the UkSSR Minpromstroy [Ukrainian Minsistry of Industrial Construction) 
(city of Kamenete-Podol'skiy). The volume marketable construction 
production in thie trust declined by almost 50 percent during the first 
year while calculated profite and the economic stimulation fund declined 
by 61 percent. 


Decreases in the economic stimulation funds can have a negative impact 
on effectiveness of material incentives to workers of construction and 
installation organizations. Therefore, in those cases where quotas for 
commissioning of production capacities and objectives, marketable 
construction ,rodvction and profits are not established (or established 
within insignificant levels) in the yearly or quarterly plans of con- 
struction and inetallation organizations, the referenced resolution of 
the CPSU Central Committee and the USSR Council of Ministers allows 
provisions to be made in the fiscal plans of these organizations to 
cover planned expenditures from the material incentive funds for that 
portion not covered by balan.e profits resvlcing from a decrease in 
the cost of construction and installation work and planned savings on 
incomplete construction. 


The resolution also places great significance on development and imple- 
mentation of measures intended to increase the effectiveness of capital 
investment, accelerate commissioning of production capacities and facili- 
ties in building projects begun earlier and sharply reduce the number of 
building projects being started over again. 


Dispersion of capital investments over large numbers of construction 
objectives has been observed for a number of years and it takes place 

in the formulation stage of long-range and current plans for capital 
construction. Many ministries and department-customers who take part 

in formlation of five-year and yearly plans strive to include the 
greatest possible number of new building projecte in the plans and title 
lists. 


With this in mind, understated volumes of construction and installation 
work on certain construction objectives are planned deliberately, in 
order to expand the number of new objectives by using the volumes of 
work that this makes available. Cases are not rare in which volumes 

of contract work on carry-over projects are reduced by 20-30 percent 
and more. 


Reductions of contract work below directed norms for unfinished con- 
struction result in dispersion of labor and material resources over 
many building projects and an increase in their construction time. 











Dispersion of labor and material resources over many projects under 
construction, creation of above-normal volumes of incomplete con- 
struction and violation of construction time norms are in a number 

of cases allowed during formulation of the production program of the 
yearly plane of construction and installation organizations. Attesting 
to thie are data of Construction Administration Number 25 of Trust 
Number 5 of the BSSR Minpromstroy [Belorussian Minietry of Industrial 
Construction) (see table). 


(in 1,000 ruble unites) 


Number Volume of Construction and Installation 
of work 
objectives 
Total Completed To be Plan 
(Estimated by first completed for 
value) of year to finish next 
work year 
Construction 
objectives: 
carry-over 33 21,610 8,840 12,770 4,075 
new 6 4,550 ----- 4,550 1,200 
total 39 26,160 8,840 17,320 5,275 


As can be seen from the table, at the beginning of the year 33 objectives, 
with an estimated value of 21.6 million rubles, were under construction 

w. h a volume of construction and installation work exceeding a four-year 
program. The volume of incomplete production at the beginning of the 
year amounted to 8.8 million rubles, which is significantly greater that 
the volume stipulated by the norms. 


A volume of work amounting to 12,770,000 rubles is required to put those 
objectives under construction into operation. With a yearly volume of 
work planned at 5.3 million rubles this will require two and a half years. 
However, even in this case the construction time on some objectives will 
exceed the norm by twice. 


In spite of a significant increase in the volume of incomplete production 
over the norm, six additional major objectives, with an estimated value 

of 4.6 million rubles and an annual volume of construction and installation 
work amounting to 1.2 million rubles, have been included in the yearly 
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plan for the administration. The increase in the number of objectives 
under construction at one time and the decrease in the volume of work 
on each them predestines violation of construction time schedules and 
non-fulfillment of the plan for putting objectives into operation. 


USSR ministries and departments and industrial enterprises and organi- 
zations which are customers for capital construction are, at the same 
time, participants in it. Customers fulfill such important functions 
as preparing the building site and conveying it to the general con- 
tractor, providing the projects with planning estimates, technological 
equipment, cable articles and funded materials. Their obligations also 
include completixn of start-up and adjustment work and acquisition of 
production capacities for the commissioned enterprises. 


In formlation of yearly plans for construction production customers 

do not always consider their capabilities to provide the building 
projects with planning estimates, equipment, etc. Meanwhile their 
failure to fulfill their obligations to the contractor is in most cases 
the reason that construction start schedules are not met and plans for 
commissioning of objectives and start-up .acilities are not fulfilled. 
In the BSSR Ministry of Industrial Construction, which in 1976 took 
part in an economic experiment on ways to improve planning methods and 
economic stimulation of construction production, the schedules for 
construction and commissioning of many industrial projects are broken 
each year as a result of delays in delivery of technical documentation, 
failure to turn over building sites and late delivery of technical equip- 
ment by the customers. 


Sample surveys conducted by NIIES on construction projects in the 
Gor'kovskaya Oblast showed that more than 70 percent of cases of non- 
fulfillment of the plans for commissioning of production cpacaities 
result from delays by the customer in delivery of planning estimates 
and technical equipment. 


In order to preclude disperion of capital investments over many con- 
struction projects, in our opinion, planning of new construction should 
be limited to that required to maintain the norm for incomplete con- 
struction and limits should be set on the number of new objectives and 
the volume of contract work on then. 


To bring plans for construction of new objectives into line with the 
organization and technology of construction and the capabilities of 
construction organizations, its is advisable that calendar plans and 
plans for industrial construction developed by the general contractors 
be used in the formulation of plans. 











It ie aleo necessary to increase the responsibility of customers for 
preparation for construction of objectives which are to be included 

in the yearly construction plans. Readiness for such objectives is 
contingent upon the presence of: validated planning estimates; sites 
for the objectives, with any necessary demolition and removal of 
structures completed; schedules for manufacture and delivery of techno- 
logical equipment, coordinated with the principal industrial enter- 
prises; facilities for work and conditions required for accomplish- 
ment of construction and installation work in shops being reconstructed 
and operating industrial enterprises; all equipment, in accordance with 
documents prepared by the customers together with design organizations, 
principal plante and delivery organizations. 


In addition to ensuring readiness of objectives for inclusion in the 
plan it is necessary to make provisions for the yearly volumes of work 
on each objective in accordance with title lists of the projects and 
norms for incomplete construction. 


Schedules for start and completion of construction of new objectives 
must be established according to agreements with contractor organiza- 
tions, accounting for guaranteed delivery dates for technical equipment. 


Of great significance for overcoming disperion of resources are the 
measures, called for by the resolution of the CPSU Central Committee 
and the USSR Council of Ministers, to stabilize the five-year plan of 
capital construction balanced against capabilities of construction 
organizations and availability of material and labor resources. Among 
these measures is inclusion in the plan of only those construction 
projects for which planning estimates and working drawings for the 
yearly volume of work are completed by July 1 of the year preceding the 
planned construction. 


COPYRIGHT: Izdatel'stvo "Ekonomika", "Planovoye khozyaystvo", 1980 
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CONSTRUCTION 


MANAGEMEN’? , CAPITAL LNVESTMENT IN LENINGRAD CONSTRUCTION 
Organizations Try New Methods 


Leningrad STROITEL'STVO I ARKHITEKTURA LENINGRADA in Russian No 11, 
Nov 79 pp 2-5 


[Article by N. N. Kirillov, chairman of the oblast board of directors 
of the Scientific-Technical Society of the Construction Industry of 
the USSR, manager of the Leningrad Oblast Stroybank, candidate of eco- 
nomic sciences: "Improving the Mechanism of Economic Activity") 


[Text] The enormous scal» of capital construction, like the operation 
of the country's entire economy demands a determined rise in the level 
of national economic management. In execution of the resolutions of 
the 25th party congress and subsequent Plenums of the CPSU Central Com- 
mittee the party Central Committee recently adopted a decree on 
further improvements in the economic mechanism and the tasks of party 
and state agencies. The CPSU Central Committee and USSR Council of 
Ministers also adopted the decree entitled "Improving Planning and 
Strengthening the Impact of the Economic Mechanism on Raising Produc- 
tion Efficiency and Werk Quality." These documents devote consider- 
able attention to capital construction. 


Attention is directed initially to the need for a sharp reduction in 
excessive incomplete construction in order to bring it within the es- 
tablished limit. It is no secret to anyone that delay in launching 
installations not only reduces the effectiveness of the investment 
process itself but also has a negative impact on the entire national 
economy and freezes national income. 


At the beginning of the 10th Five-Year Plan incomplete (carryover) 
construction in the country amounted to 76 percent of the annual 
volume of capital investments. By the end of 1980 it should be down 
to 65 percent. That is the current norm, But in reality the volume 
of incomplete work remains much higher. 
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A tendency to Cut back incomplete construction is observed in the city 

of Leningrad and Leningrad Oblast. Whereas incomplete construction was 
75 percent in 1976, it had dropped to 72 percent in 1978. As we can see, 
however, it is still a long way to the norm level. 


What is the explanation for this high level of incomplete construction? 
One of the main reasons is that personnel and means are dispersed over 
a large number of new construction starts, especially in industrial 
coustruction. The managers of many enterprises use any means possible 
to begin work on particular projects, paying little attention to mo- 
bilizing resources to complete them quickly. These are the construc- 
tion projects that usually run over schedule. 


For example, the experimental plant of the Boiler Turbine Institute 
imeni I, I. Polzunov has been under construction for 12 years already. 
The estimated cost of this enterprise is 37.5 million rubles. Accord- 
ing to norms this capital should have been incorporated in three years. 
But even today half of it is frozen. One would expect that this would 
disturb the managers of the institute. But they put just 800,000 
rubles in the 1979 plan. At that level of appropriations the plant 
will not be built for two more decades! 


Projects at the Association imeni Ya. M. Sverdlov have suffered a simi- 
lar fate. Their construction has dragged on for more than 16 years, 
better than three times the established norm. They have 2.1 million 
rubles worth of work remaining incompleted, but the plan for this year 
includes just 800,000 rubles. 


Unfortunately, we still have many of these "long-term" projects. On 
top of the fact that delayed construction significantly increases 
costs of construction it prevents the production of output which is 
needed by the national economy. For example, because production ca- 
pacities were not introduced on time at the turbine blade plant, in 
the first three years of the 10th Five-Year Plan 228 million rubles 
worth of output was not produced, and the figure was 267 million 
rubles at the Lentrublit [Leningrad Pipe Casting] Plant. That is 
the true price of "long-term" construction; that is what it costs! 


Guided by the decisions of the 25th CPSU Congress, the Leningrad 
party organization has done a great deal of work to concentrate capi- 
tal investment at start-up and carryover construction sites. This 
made it possible in the first three years of the five-year plan to 
reduce the number of projects being introduced at one time by one- 
third and to almost double the average volume of capital investment 
at each of them. 


These are fairly good indexes, but they should not make us com- 
placent because the old, flawed practice of dispersing capital at 
numerous projects is still far from being eliminated. We have more 


sy 
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than 7,000 installations under construction at the present time, It has 
been calculated that 5-6 years will be needed to completely finish them, 
And that is without considering new starts. 


Every one knows that new starts can be included in itemized construction 
lists only where start-up and carryover projects have been fully pro- 
vided with all necessary financial and material resources for comple- 
tion at scheduled times. Many enterprises and organizations, however, 
continue to circumvent this important rule, 





To be fair, we must observe that the lack of stable plans and imbalance 
between meterial-technical supply and the capacities of contracting or- 
ganizations promote the dispersion of capital investment in large part. 
The address program for Glavleningradstroy [Main Adainistration for 
Housing, Civil Engineering, and Industrial Construction of the Lenin- 
grad City Executive Committee], for example, was adjusted seven times 
in 1978, while for volume of construction and installation two modi- 
fications were made. The 1978 plan of Glavzapstroy [Territorial 

Main Administration for Construction in the Western Regions of the 
RSFSR] was also changed several times. These changes involved re- 
ductions in plan indexes of 25 million rubles for total volume and 

70 million rubles for commodity output. 


A similar situation is observed today. It is especially alarming 
that, after publication of the party and government decrees, the 
Glavzapstroy draft plan for 1980 had an imbalance of 40 million 
rubles between the requests of customers and the capacities of con- 
tractors. 


To eliminate such shortcomings the new decree gives special attention 
to the organizing role of both current and long-range plans. Be- 
ginning with the llth Five-Year Plan five-year assignments must be 
reconciled with labor, financial, and material resources, supplies 

of production and power equipment, and the capacities of construc- 
tion and installation organizations. 


In the Accountability Report at the 25th party congress L. I. 
Brezhnev stressed: "Material and financial resources must be di- 
rected first of all to technical re-equipping and reconstruction of 
existing enterprises, to those places where production capacities 
can be expanded without new construction or with least specific cap- 
ital costs." Two-thirds of capital investment was directed to these 
ends during the 10th Five-Year Plan. 





In future distribution of capital preference will continue to be 
given to reconstruction and technical-reequipping of existing enter- 
prises, not to new construction. These are the projects that receive 
top priority for allocation of material resources, equipment, and 
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appropriations, New projects will be financed only when the needs of 
the national economy for a particular type of output cannot be satis- 
fied at existing enterprises, 


Years of experience have proven that reconstruction and technical 
reequipping of enterprises is the most effective way to increase the 
efficien., of capital investment. Construction time is cut to one- 
half or one-third, and the time required to incorporate new production 
capacities is reduced even further. Fina!’v, the area taken for con- 
struction is reduced substantially and production concentration in- 
creases. 


All this is especially pressing in Leningrad where many plants and 
factories built long ago now need fundamental renovation. The 
Leningrad party organization has been directing the work of all ser- 
vices who distribute capital investment to this problem for a long 
time. And we may note with satisfaction today that specific expendi- 
tures for reconstruction have passed 70 percent in our area, which is 
more than the national average. 


The major successes achieved with comprehensive reconstruction of shops 
at the Kirovskiy Zavod Association may be mentioned. For example, 
tractor production was fully modernized there and all metallurgical 
production was renovated also, Incidentally, during the period of al- 
terations at the enterprise the production of output did not decrease, 
but rather it increased year after year. 


Reconstruction is being carried out with significant benefits in terms 
of time and money at various other old Leningrad enterprises. Among 
them are the Izhorskiy Zavod Association imeni A. A. Zhdanov, the 
Leningradskiy Metallicheskiy Zavod Association, the Krasnyy 
Vyborzhets Plant, and the Porcelain Plant imeni Lomonosov. 


Renovation of the Sovetskaya Zvezda Combine is somewhat interesting. 
They achieved a significant economic impact by partial utilization of 
existing buildings and structures and the reserves of auxiliary shops, 
utility networks, and energy resources. As a result 128 workers were 
freed and production capacities increased by 55 million standard coils 
a year. Labor productivity at the combine as a whole rose 17 percent, 
while in the bleaching and dyeing shop it rose 21 percent. 


The proposals on reconstruction of the rubber footwear plant of the 
Krasnyy Treugol'nik Association, which were developed by the 
Rezinoproyekt [State Institute for Planning Rubber Industry Enter- 
prises] Institute, also deserve attention. These proposals envision 
technical modernization of production with an increase in production 
volume of 81.2 million rubles. The cost of the reconstruction itself 
has been set at 13.3 million rubles, 10 million of which is for 
equipment. Building a new enterprise with the same production 
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volume would require 42,7 million rubles, including 15 million for 
equipment. 


Similar factc can be given for the building materials industry of the 
Leningrad City Council Executive Committee. Renovation of the Krasnaya 
Zvezda Plant of the Association imeni Sverdlov is very typical. They 
replaced old equipment with more modern equipment there without tearing 
down the old buildings. As a result, expenditures to rebuild produc- 
tion facilities were just 42 rubles for the production of 1,000 

bricks. If a new plant had been built, it would have been three 

times as expensive. Similar work at the Lenstroykeramika Plant, the 
Kamennogorsk Crushing and Sorting Plant, and other enterprises of 
Glavlenstroymaterialy [Main Leningrad Administration of the Building 
Materiale and Parts Industry] have had a substantial economic impact. 


Nonetheless, some plans envision a significant share of construction 
and installation. These jobs constitute 70 percent of the work in 
modernization of the excavator plant, for example. Ome cannot he!p 
asking: who needs this kird of reconstruction? After all, the point 
is to get the maximum return from the ac.ive part of fixed capital. 


We know, however, that with all the advantages of reconstruction and 
technical re-equipping of existing enterprises, still contract organi- 
zations are unwilling to undertake this work because it is highly 
labor-intensive and involves a significant proportion of wages and 
lower labor productivity. The new party and government decree envi- 
sions economic stimulation of contractors through the use of sec- 
torial correction coefficients to existing estimate norms for con- 
struction and installation work and to norms of overhead expenditures. 
The estimates envision target amounts to award bonuses to employees 
of contracting and planning organizations and to client enterprises 
for reconstruction and te anical re-equipping. In addition, if the 
volume of this work is more than 50 percent of the plan of a con- 
tracting organization, it will be moved up one group with respect to 
management salaries and the management salaries of construction and 
installation organizations in group 1 will rise by 10-15 percent. 


A gre t deal depends on planners in further raising the efficiency of 
capital construction. We have a large group of planners working in 
our city. Suffice it to say that 86 planning organizations are fi- 
nanced through the Leningrad Oblast Stroybank and they do more than 
200 million rubles worth of work a year. 


The planners try to give thorough consideration to scientific-technical 
advances and trends of development in the industrial sectors that de- 
liver materials, construction components, and equipment during the 
development of planning documents. But do they always succeed? Un- 
fortunately, they do not. It is well-known that one out of three 

plans ratified by departments is returned by expert examining agencies 
for further work. 
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Here is a characteristic example, The initial estimated cost of the 
hospital of the Academy of Sciences USSR rose from 2,197,000 rubles to 
2,976,000 rubles, that is by 42 percent, in the detail design process. 
Of this increase 17 percent wae the result of flagrant errors in de- 
termining work volume, Incidentally, no one at LenNIIproyekt [pos- 
sibly Leningrad State Scientific Research Inetitute of Planning] was 
held responsible for such grossly defective plans. 


Improvement in the quality of planning depends largely on the con- 
struction workers themselves, This was shown once again by the ex- 
perience of Glavzapstroy with involving contractors in expert exami- 
nation and improvement of plans and looking for reserves to reduce 
cost and the construction time of projects. In the first four years 
of this experiment 50 plans were reviewed and suggestions made to 
save 50.6 million rubles. In addition, a substantial benefit was ob- 
tained by reducing labor expenditures and conserving materials. 


Progressive forms of payment for jobs performed are very helpful in 
solving the problem of improving planning. The practice of payment 
for the entire plan is spreading steadily thanks to the efforts of 
planners and employees of the Leningrad Oblast Stroybank. This form 
of payment already accounts for more than 70 percent of the work in 
our region, which is more than the national average. 


In our opinion, the next improvement in the system of payment for 
planning and surveying work should be a move toward continuous long- 
term credit. This gives the planning organizations a more stable 
financial position and requires that they and their clients be more 
responsible in formulating contracts. At the same time this reduces 
wasted expenditures resulting from the fact that many documents which 
are developed lie unused on shelves and thereby become one of the el- 
ements of incomplete construction. 


The Leningrad Oblast Stroybenk and GPI-3 [State Planning Institute 

No 3 of the USSR Ministry of Light Industry], in order to work out 

a progressive financing system, have for three years been conducting 
an experiment on long-term credit for planning against finished out- 
put. The essential features of the experiment are that the planning 
organization, after turning over finished documents done in conformity 
with a subject plan and contract to the client, receives interest-free 
credit for the planned periods of expert examination and ratification 
of the plan. For working drawings made for the annual volume of work 
credit is granted for the period during which the object is included 
in the internal itemized construction list. If time tables are vio- 
lated the bank institutions charge both the planning organization and 
the client an increased rate of interest for the credit. If the plan 
that has been drawn is not included in the capital construction plan, 
the credit is repaid by the borrower using profit from existing 





capacities, while for new construction it is repaid from the profit of 
higher-ranking organizations which guaranteed the loan. 


Experience has demonstrated that this experiment has definite advan- 
tages. Suffice it to say that plans and estimates for all projects 
under this credit system have been developed and ratified on time, 
ahead of time in many cases. Moreover, an economic influence on cus- 
tomers who hold up the start of construction has been envisioned and 
greater responsibility for the use of the documents has been insti- 
tuted, 


Accumulated experience with the introduction of progressive forms of 
payments for planning and estimate work was reflected in the decree 

of the CPSU Central Committee and USSR Council of Ministers. It is 
now mandatory that payments between clients and planning and surveying 
Organizations be made only for fully completed plans that have been 
accepted by the client. But the expenditures of planning organiza- 
tions before the scheduled time for turning over documents may be 
covered from their own working capital or through bank credit. When 
the deadline for turning over plans arise the credit will be con- 
tinued, with interest charged at a higher rate for the loan. 


Planners are now obliged to turn over all documents by 1 July of the 
year preceding construction, not 1 September as it was in the past. 
This makes it easier for clients to place orders for materials and 
equipment and carry out engineering preparations better. 


The substitution of long-term credit for budget financing will promote 
a further rise in the efficiency of capital investment, a decrease in 
construction time, and better repayment of expenditures. The new sys- 
tem assumes that the client will be fully and concretely accountable 
for the situationzgafter aii, bank credit encourages precise observance 
of times for reconstruction, construction, and launching new facil- 
ities. Moreover, if d-livery of them is delayed higher interest must 
be paid, and if the borrowed capital invested does not produce the ex- 
pected benefit the loan will have to be repaid from that part of 
profit that was designated for bonuses. 


The high effectiveness of long-term credit has also been proven in 
practice, The Bol'shevichka Production Association recently put up a 
new high-rise building. It was built with a three-year loan received 
from the Leningrad Oblast Stroybank. In order to start getting a re- 
turn from the new equipment more rapidly, the enterprise organized 
start-to-finish brigades linked by a uniform production cycle. As a 
result labor productivity rose by one-half and the production of gar- 
ments increased one-third. This made it possible to repay the loan 
ahead of schedule. 














The Trud Production Association also achieved a significant impact from 
building with credit, The construction plan envisioned three years for 
the building, but Truet No 32 of Glavzapstroy turned it over almost six 
months early. The production capacities were incorporated two monthe 
ahead of schedule, which made it possible to receive an additional 
400,000 rubles of output. 


The system of interest rates, of course, has a stimulating effect on 
rapid launching of production facilities and timely repayment of loans. 
When a project is turmed over six months ahead of schedule the rate is 
lowered by 25 percent, and for even earlier turnover the reduction is 
50 percent. But when deadlines are violated the interest rate in- 
creases, Higher interest is also charged for overdue payment. 


Some 150-200 enterprises in Leningrad city and oblast are using long- 
term credit today; they receive 200-250 million rubles a year. The 
role of long-term credit in financing capital investment will in- 
crease steadily in light of the new party and government decree. 


Special attention here should be given to the gradual transition to 
building with credit granted to contracting organizations in the amount 
of the full estimated cost of the project which will be turned over to 
the customer in ready-to-launch ("turnkey") condition. The Leningrad 
Oblast Stroybank and Trust No 36 of Glavzapstroy have been conduct ing 
an experiment in this area for four years, using effective economic 
levers to achieve a reduction in construction time and introduction of 
production capacities and to insure payment for completed output. 


According to the new party and government decree the principal report 
index of the work of construction and installation organizations now 
will be introduction of production capacities and finished projects. 
In order to introduce this system of evaluations successfully we must 
complete the transition to charges between clients and contractors for 
completely finished start-up complexes, phases, and projects turned 
over for operation at the estimated cost of commodity construction 
output. 


All the contracting organizations of Glavzapstroy were switched to the 
new procedure for work evaluation in 1978. At the same time the pro- 
gressive form of charging for the project as a whole is gradually 
being forgotten at Glavleningradstroy, where it was born. In the last 
three years payments on this system have decreased from 60 to 20 per- 
cent. Even the payment for residential buildings is done in stages. 
To be frank, the posture of the managers of the main administration 

is very surprising. 


Further improvements in construction work and an increase in the effi- 
ciency of capital investment depend largely on introducing progressive 
forms of labor and management organization. As we know, the brigade 
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contract method proved itself best at construction sites during the 
Ninth and 10th Five-Year Plans, It not only accelerates the work but 
also provides better quality indexes, This form of labor organization 
teaches workers self-reliance and a sense of ownership and has a bene- 
ficial effect on the development of socialist competition, 


More than 900 brigades at Glavleningradetroy are covered by low-level 
economic accountability this year, That is 46.1 percent of the total 
number of collectives engaged in construction and installation work for 
the main administration. At first glance this appears pretty good, Un- 
fortunately, there are still quite a few obstacles to the brigade con- 
tract. Interruptions in material-technical supply and the lack of a 
work front ‘» the future often raise problems. 


As the number of brigades continues to increase our primary concerns 
should be for their stable composition and creating conditions to im- 
prove work quality. Special attention must be devoted to the develop- 
ment of the “start-to-finish" brigade contract with coordination and 
precise cooperation among all elements of general contracting and sub- 
contracting organizations. The administration of automated control 
systems for construction of Glavleningradstroy should use computers to 
draw up combined schedules of work for each collective and establish 
daily checks on their performance. To do this, of course, it is 
necessary to have beforehand a precise address program showing the 
launching times for all projects. 


Similar tasks are being given to the services of Glavzapstroy. It is 
true that the quantitative indexes of this main administration appear 
to be very good; last year they introduced low-level economic account- 
ability in 946 brigades with 13,000 employees. However, 20 percent of 
the contracts that were concluded were not performed, almost entirely 
through the fault of the .ijiministration. This prevented full realiza- 
tion of the great advantages of the method of low-level economic ac- 
countability. 


Like all the working people of our city, construction workers welcomed 
the decisions of the party and government on improving the economic 
mechanism ani planning. There is no doubt that all participants in the 
investment process, taking advantage of new opportunities, will handle 
their assignments and obligations successfully and lay a strong founda- 
tion for productive, creative work in the llth Five-Year Plan. 


COPYRIGHT: LENIZDAT, 1979 
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New Payment Procedure 


Leningrad STROLTEL'STVO I ARKHITEKTURA LENINGRADA in Russian No 11, 
Nov 79 pp 6-7 


[Article by N, P. Sokolov, chief of the economic planning administra- 
tion of Glaveapstroy, candidate of economic sciences: "Evaluation by 
Operating Capacities — the Belorussian Experiment in the Experience of 
Leningrad Construction Workers") 


[Text] The CPSU Central Committee recently adopted a 
decree on further improvement of the economic mechanism 
and the tasks of party and state agencies. The decree 
of the CPSU Central Committee and USSR Council of Minis- 
ters entitled "Improving Planning and Strengthening the 
Impact of the Economic Mechanism on Raising Production 
Efficiency and Work Quality" was also published. These 
documents devote considerable attention to capital 
construction, pointing out specific measures to optimize 
planning and management and ways to bolster economic ac- 
countability and economic incentive for the final results 
of labor. 


This serious statement of the issue is natural. We know 
that capital investment in our national economy is stead- 
ily growing. It will reach 132 billion rubles this year. 
How can we get the maximum return from each ruble? How 
can we launch new production facilities faster? 


We must admit that many collectives at scientific re- 
search, planning, and construction subdivisions are 
searching vigorously for rational ways to raise the 
efficiency of capital investment. The so-called 
Belorussian experiment played an important part in 
this. The essential point of the experiment was to 
evaluate the work of a contracting organization by 
projects completed or commodity construction output. 


The first territorial main administration to switch 
to the new form of planning was Glavzapstroy [Terri- 
torial Main Administration for Construction in West- 
ern Regions of RSFSR], which made the transition as 
of 1 January 1978 (see issue No 1 of this journal for 
1978). In the article below N. P. Sokolov, chief of 
the economic planning administration of Glavzapstroy, 
tells about the development of the experiment, whose 
principles will become the basis of the activity of 
all construction organizations in the country begin- 
ning with the llth Five-Year Plan. 
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lt t@ no secret to anyone that year after year plans for launching pro- 
duction capacities and ineatallations in capital construction are not ful- 
filled and the volume of incomplete construction steadily grows, In 1978 
alone the figure for thie notorious incomplete construction was 85 per- 
cent of the total volume of capital investment in the country. The chief 
reason for thie situation te that material-technical and human resources 
are not ueed efficiently by contracting organizations and the grose in- 
dex used to plan and evaluate their activity, the volume of construction 
and installation performed, is not capable of correcting the situation. 


The decree of the CPSU Central Committee and USSR Council of Ministers 
entitled "Improving Planning and Strengthening the Impact of the Eco- 
nomic Mechanism on Raising Production Efficiency and Work Quality” en- 
visions the elimination of these chronic problems. On the basis of 
this document steps are to be taken in 1979-1980 to prepare basic norms 
for a gradual transition in the coming five-year plan to planning the 
labor productivity of construction and installation organization by net 
(normative) output or some other index that reflects changes in labor 
inputs more accurately. 


Beginning with the llth Five-Year Plan all contracting organizations 
will have ratified five-year working plans with breakdown of assign- 
ments by years. These plans will include the following indexes: 


1. launching of production capacities and installa- 
tions; 


2. total volume of commodity construction output and 
volume done by in-house personnel (the same 
launching in cost terms) ; 

3. growth in lebor productivity; 

4, profit; 

5. ceiling on number of workers and employees; 

6. total wages fund; 


7. assignment for introduction of new equipment; 


8. volume of delivery of material-technical re- 
sources for assigned program of work. 


But evaluation of the economic activity of construction organizations 


and their economic stimulation will be done by results of fulfillment 
of just the first four indexes. 
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Plans call for a transition to payments between customers and con- 
tractors for completely finished and turned over production capacities 
and inetallations with the costs for incomplete production covered 
through bank credit. 


To insure continuity of action in plane for capital construction and 

ite financing a procedure is being instituted under which ratified item- 
ized construction lists will become mandatory documents for the entire 
period of construction for the customer, contractor, planning, finance, 
bank, and supply agencies, and supplier of components and equipment. 

The decree also declares a new date for submitting plans and estimates 
to the contractor: 1 July of the year preceding the planning year. The 
gross index of total construction and installation work done and work 
done by in-house personnel is being kept (but only for calculation pur- 
poses) to determine the need for material-technical resources, wages 
fund, working capital, and credit. 


Of course, the system being introduced has already been tested on an 
experimental basis at the Belorussian SSR Ministry of Industrial Con- 
struction, the Lithuanian SSR Ministry of Construction, and various 
other organizations. And as the experience of subdivisions that were 
switched to the new evaluation index based on commodity output shows, 
redistribution and concentration of resources lead inevitably during 
the firet years to a decrease in the volume of work done at carryover 
and backlog projects at which work is generally less labor-intensive 
and more expensive. This also results in a temporary drop in the growth 
rate of output in cost terms. Only after the construction backlog is 
reduced to an optimal, technically sound level that insures continuous 
work with the assigned level of production of finished output will the 
index of volume of construction and installation work again become 
economically meaningful, because then failure to fulfill it will sig- 
nify failure to launch projects. 


In general it should be observed that under conditions of the experi- 
ment where payments between contractors and customers are made only 
for commodity construction output (that is, completed enterprises, 
start-up complexes, phases, or particular facilities that are ready 
to produce products or render services), the concept of incomplete 
production disappears. This occurs because the entire amount of in- 
complete production is carried on the contractor's balance. After 
some time, therefore, when organizations working under the new evalu- 
ation index have "cleaned up" old carryover construction projects, the 
volume of incomplete production will be an index that is easily mon- 
itored and recorded. All that will be required is a smooth-working 
mechanism to regulate it. The Belorussian experiment was, so to speak, 
the first approximation of such a mechanism. 


More than 10 large construction organizations in the country are now 
working on these principles. Among them is Glavzapstroy, where the 








activities of subdivisions and of the main administration as a whole are 
planned and evaluated by commodity construction output, not by total 
capital incorporated, We have worked almost two years under the new con- 
ditions. What are our results and preliminary conclusions? 


Last year, where the plan called for launching 72 very important pro- 
duction installations, 78 were turned over for operation (including 31 
in the national economic plan). Deadlines were beaten by 1-12 months 
at 28 sites. New industrial buildings and complexes were built for the 
Kirovekiy Zavod, Nevskiy Zavod imeni V. I. Lenin, the Izhorskiy Zavod 
imeni A. A. Zhdanov, and the Electrosila imeni S. M. Kirov associa- 
tions, the Severnoye Siyaniye and Krasnoye Znamya factories, and the 
Combine ime.i Tel'man. At the Oredezhskiy, Kirishskiy, Zarech'ye, and 
Vozrozhdeniye sovkhozes four animal husbandry complexes were built, 
facilities for 28,000 head of cattle were tumed over, and all hog 
units envisioned by the plan were launched. 


Seven schools, 19 nursery schools, and three clinics went into opera- 
tion. Working people in the country, cities, and communities of the 
oblasts received 576,500 square meters cf new housing. 


In all Glavzapstroy performed 114 percent of the planned volume of com- 
modity construction output. The planned amount of incomplete con- 
struction will decrease by 49 million rubles as the result of early 
turnover of projects and overfulfillment of assignments for commodity 
output. 


Everything appears to be fine. However, the plan for profit was al- 
most 5 million rubles short of fulfillment. The material incentive 
fund was correspondingly reduced. How could this happen? 


No economic experiment liwsited to particular enterprises should 
worsen their working conditions. But these conditions depend not only 
on the collectives themselves but also on external factors such as 

the organization of material-technical supply, transportation opera- 
tions, and timely delivery of plans and estimates. Otherwise there 
will inevitably be costs that reduce the effect of the overall scheme. 


Changes in the primary evaluation index and increased responsibility 
for timely launching of projects concerned just one participant of 
the investment process in the experiment. This was the contracting 
organization, but the other participants, who accounted for a gocd 
half of the capital investment being incorporated, were not involved. 


To save words I will give a concrete example. Trust No 68, the gen- 
eral contractor of a domestic chemicals plant under construction in 
Tosno,was unable to turn over capacities for the production of syn- 
thetic detergents until the end of 1978, although the plan called for 
them in the second quarter of the year. But the trust did not 
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receive the industrial equipment supplied by the customer until the 
later time, 


Who suffered more in this case? Was it the customer who had to pay the 
usual fines for failure to meet equipment delivery times or the con- 
tractor, who was held up six months from fulfillment of the plan for 
commodity construction output where the total estimated cost of the 
complex was 7 million rubles? 


The working experience of organizations following the principle of the 
Belorussian experiment shows very clearly that the economic impact usu- 
ally received in the first two years of work under the new conditions 
results chiefly from utilization of internal reserves. They are found 
in an expansion of the limits of the economic independence of the con- 
tracting organization. But external factors, which have not changed 
at all,continue to have a negative effect on production organization. 


One of the timely but difficult questions is financing incomplete con- 
struction under experimental conditions. At an expanded session of 
the interdepartmental commission of USSR Gosplan with representatives 
of the primary contracting construction ministries dealing with 
Glavzapstroy and other participants in the experiment in August of this 
year, the view was expressed that construction projects begun on a 
planned basis must be supported by continuous credit until the customer 
has actually paid for all work done by the construction workers. 


Why, they asked, should the contractor work for free, so to speak, with- 
out credit at the beginning of each year, diverting his own working 
capital to incomplete production because the customer did not find bank 
financing for a planned project on time. Or how can the contractor 

who has turned over a project be called on to pay a bank loan if the 
customer has not settled with the contractor yet? In both cases the 
contractor must pay the penalty of higher interest. 


Here are just a few facts and figures. Last year organizations of 
Glavzapstroy lost 886,000 rubles of profit as the result of payments 
for capital on incomplete production not supported by credit and 
558,000 rubles for late payments on loans against projects turned over 
to customers but not yet paid for. And in 1977 payments from the ma- 
terial incentive fund in the part formed from profit were 103 rubles 
per worker, but in 1978 payments were just 92 rubles, and in the 

first half of the current year the situation has become even worse. 
That is why Glavzapstroy has worked out and submitted concrete proposals 
to the appropriate central agencies on these issues. 


The CPSU Central Committee and USSR Council of Ministers decree en- 
titled "Improving Planning and Strengthening the Impact of the Economic 
Mechanism on Raising Production Efficiency and Work Quality" resolves 
many chronic problems in current practices. But switching construction 





from one planning index to another demands corresponding changes in re- 
lated spheres as well, Thus, it is advisable to draw up plans and esti- 
mates not for the particular installation, but for a start-up complex 
or phase, that is, for the commodity construction output. Commodity 
output for the low-level client (builder) today must be planned so that 
the principal report index for enterprise capital construction divisions 
is not the amount of capital investment incorporated but rather com- 
plete projects launched. Working five-year plans should become the 
compuleory norm for all elements of the investment process. At the 
present time they are not usually written for more than one year ahead. 


The universal transition of construction organization to planning and 
evaluation «f work by commodity output will be done quite quickly. 
Therefore, the year remaining until this must be a time of careful 
preparation for work under the new conditions. We must critically ana- 
lyze the system of production planning and organization and spot weak 
points that are retarding progress. In this sense, work under the con- 
ditions of the experiment was very beneficial to us. 


We can start with the fact that three of our trusts, Nos 64, 67, and 
69, did not meet their 1978 assignment for commodity output. Trust 
No 64, for example, did not fulfill its program because it failed to 
launch vegetable storehouses at the Novoye Vremya Sovkhoz and the 
Sovkhoz imeni Kommunarov, mineral fertilizer storehouses at the 
Partizan, Krasnyy Mayak, and Oredezhskiy sovkhozes, shopping centers at 
the Michurinskiy and Luzhskiy sovkhozes, and seven residential build- 
ings. An analysis was made and showed that the organization of work 
at the site was poor in subdivisions of the trust, labor productivity 
was low, and the brigade contract was not being introduced properly. 
But in the construction of particular installations that are not in- 
cluded in start-up complexes, the economic accountability method works 
directly toward fulfillme-t of the commodity output plan and promotes 
faster, better completion of assigned jobs. There was no precise 
rhythm in the work of the other trusts, Nos 67 and 69 either. It is 
true that No 69 is newly formed and may be experiencing the diffi- 
culties of the formative stage. The main administration instituted 
special checks on the work of these trusts. 


We adopted a more sober and realistic approach to planning commodity 
construction output and reconciling internal itemized construction 
lists with technical documents. Unfortunately, we have not yet been 
able to get our local clients, the administration of capital con- 
struction of the Leningrad Oblast executive committee and the oblast 
production administration of agriculture, to use two-year work plan- 
ning. But without a precise program for the coming year grounds are 
already being laid for a future breakdown in fulfillment of the plan 
for commodity output. 
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Guided by the recent decree of the party and government Glavzapstroy 
is striving to reduce new construction starts to a minimum in order to 
be able to concentrate all resources at current work sites. The pro- 
gram for the last year of the 10th Five-Year Plan was drawn up with 
this in mind. 


In conclusion I would like to observe that our construction workers, 
like all working people in the country, received the important deci- 
sions on improving the economic mechanism with satisfaction and a 
business-like attitude. There is no doubt that the collective of 
Glavzapstroy, using the new methods of economic activity, will success- 
fully accomplish its assigned jobs and obligations and lay a strong 
foundation for successful work in the llth Five-Year Plan. 


COPYRIGHT: LENIZDAT, 1979 
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CONSTRUCTION 


PROBLEMS , PROGRESS IN LITHUANIAN CONSTRUCTION INDUSTRY DETAILED 
Official Answers Questions 
Vil'nyus SOVETSKAYA LITVA in Russian 5 Jan 80 p 1 


[Interview with First Deputy Chief of the Lithuanian SSR State Planning 
Commission G. Yatskyavichyus: '"Customers' Responsibility") 


[Text] [Question] To build rapidly and soundly--that is a task whose imple- 
mentation depends not only on construction organizations. What is the role 
of the customer, the future consumer of the facility? 


[Answer] The customers' obligations have been established by construction 
norms and regulations. Customers are obliged to justify the need for the 
future facility and its p ‘ameters, to monitor the design process, to provide 
technical documentation to the construction organizations, to conclude 
contracts with them and to perform many other tasks. But this is not always 
accomplished on time. For example, the technical documentation for 1980 
construction projects was supposed to be in the hands of the subcontractors 
by 1 September. Nevertheless it is still not available for some facilities. 
In reviewing the plan for construction and installation work for the five- 
year plan's final year, we were unable to include construction of very needed 
facilities--a Culture Palace in Kurshenay, out-patient clinics in Veyseyay 
and Krekenave, several previously planned agricultural and other facilities. 
The construction of a decorative brick manufacture shop at the Daugel'skiy 
Combine for Construction Materials began with incomplete documentation. It 
was supposed to produce very needed products for the republic in 1980. 
However, the work dragged on and the facility will be placed in operation a 
year late. The customers were late in supplying equipment for the new 
furniture manufacture facilities in Ionava and Klaypeda. The state acceptance 
commissions were invited there only during the final days of the year. But 
this could have been done considerably earlier. Construction organizations 
are faced with the problem of changes in the plans, when construction of the 
facilities has already begun. The customers often handle the financing and 
provide technical supervision of construction wnsatisfactorily. For this 
reason, in part, the primary contract organizations of our republic, the 
Ministries of Construction and Agricultural Construction, did not fulfill 
the plans for contract work in the past year. 
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As strange as this may seem, it is only the negligence of the customers which 
can explain the problems which arise shortly after new capacity is placed in 
operation. The Kapsukas bulk textile factory and truck repair facility, the 
Alitus Experimental House-Building Combine, the Klaypeda Meat-Packing Plant 
and the work collectives of some other organizations still are not operating 
at full capacity because these facilities were accepted without sufficient 
preparation. They are sustaining considerable losses. 


[Question] There are plenty of problems. How are they being resolved? 


[Answer] The decree of the CPSU Central Committee and the USSR Council of 
Ministers "On Improving Planning and Strengthening the Influence of the 
Economic Mechanism on Increasing the Effectiveness of Production and Quality 
of Work" devotes considerable attention to capital construction. This 
document sets out measures which will make it possible to accelerate the 
completion of new industrial capacity and other facilities. One of the most 
important among them is the settling of customers’ and contractors’ accounts 
only for totally completed construction. 


How will this look in practice? First of all, the amount of new capacity 
being placed in operation will considerably increase. Every customer and 
contractor will provide for only that volume of work which they can handle, 
will strive to build more rapidly and obtain a return for their efforts more 
rapidly. After all, there is an abmormal situation in the republic when more 
than 5 thousand industrial facilities are currently under construction. It 
is difficult to support them with materials, equipment and labor because of 
this overextension of effort. Each year there remain many uncompleted 
construction projects. 


There are considerable reserves for accelerating construction and increasing 
its effectiveness. Together with the Lithuanian SSR State Committee for 
Construction Affairs and other competent organizations we began to look for 
them, starting with the design phase. The customers are now obliged to submit 
to the design institutes in advance all data to be used in implementing the 
next year's plans. They must be prepared without sacrificing quality and 
submitted on time. They become the primary documents used in compiling 
contract work plans and in the early stages of construction projects financing. 
But in 1979 the Ministries of Municipal Services and Health, the State Com- 
mittee for Technical Support of Agriculture were quite late in completing the 
documentation. For this reason both the design and construction phases will 
be delayed. 


Capital Construction 


Vil'nyus SOVETSKAYA LITVA in Russian 10 Jan 80 p 2 


[Article by the Lithuanian SSR Gosplan Chief of Capital Investment and Planning 
Department A. Leshchev: "Better Organization Equals Greater Effectiveness" 











[Text] A large-scale construction industry potential has developed in the 
republic in the postwar years. However, one should admit that it is used 

far from optimally. For example, the return on investment for state contract 
organizations decreased in comparison with 1975. The reasons for this are: 
1) the growth rate of fixed industrial capital considerably outpaced that for 
contract work performed, and 2) the utilization of machines and apparatus, 
which for example in 1978 were in operation an average of only 1-1.2 shifts/ 
day, was unsatisfactory. Of particular concern is the deterioration in the 
work of the republic's Minstroy and Minsel'stroy organizations, which in 

four years of the current five-year plan had a shortfall of tens of millions 
of rubles for contract work performed. 


The shortcomines uf capital construction are well-known: the standard and 
planned deadlines for placing new capacity and other facilities in operation 
are not met, capital investment and material resources are dispersed among 
numerous construction projects, the amount of uncompleted construction increases. 
The decree of the CPSU Central Committee and the USSR Council of Ministers 
"On Improving Planning and Strengthening the Influence of the Economic 
Mechanism on Increasing the Effectiveness of Production and Quality of Work" 
provides for a system of measures designed to improve all stages of the 
construction cycle. The practical implementation of these measures will 
require a considerable restructuring of the activities of the most varied 
Organizations. 


A construction project begins with a draft plan--this is an undeniable truth. 
However, reality does not always take this into consideration. Our design 
organizations and customers are often behind schedule in developing, 
coordinating and obtaining approval for draft plans which they are supposed 
to submit before 1 September. This makes it impossible for subcontracting 
organizations to start construction on time. The false start cannot not 
affect the end results. In order to avoid this situation the decree provides 
that starting with 1981 onlv those construction projects for which approved 
planning estimates and detailed blueprints for the year's volume of work 
have been submitted before 1 July of the year preceding the planning year 
can be included in the capital construction plans. Moving up the deadline 
for submission of documentation by two months will require a greater level 
of precision and coordination from all the organizations participating in 

its preparation. 


In par’ icular, the ministries, departments, city and rayon executive committees 
will have to review thoroughly their available stocks of technical documentation 
and provide for its utilization in developing the 1981 plan before they place 
orders for new facilities. It should be noted that a large number of draft 
plans not currently being used has accumulated in the republic. The stocks 

of technical documentation within the Ministry of Agriculture, Goskomsel' 
khoztekhnika, the Ministry for Local Industry, the Ministry for Social Security, 
the State Committee for Professional-Vocational Education, the Shyaukyayskiy 
and Panevezhskiy Executive Committees are particularly large. 
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Gosstroy along with Gosplan, the ministries, departments, contracting executive 
committees will carry out measures which will insure the preparation and 
approval before 1 July 1980 of technical documentation for all of 1981's 
construction projects. 


As is known, for many years materiale were allocated in accordance with 
established norme for their consumption per one million rubles of conetruction 
and installation work. These averaged norms far from always reflected actual 
material needs at one or another organization. As provided in the decree, 

the Gossnab organs will supply completely construction projects included in 
tle state plan on the basis of orders of contract organizations in accordance 
with need as determined in draft plans and cost estimates. The new material- 
technical supply procedures, the introduction of which should be completed 

in 1981, will create conditions for a fundamental improvement in the work of 
construction organizations. 


The sporadic completion of industrial capacity and facilities and also the 
failure to meet construction and operational deadlines have a negative effect 
on capital investment. Inasmuch as the contract organizations often do not 
establish the necessary volume of material stockpiles and the customers do 
not furnish equipment on time, new industrial capacity as a rule is placed 

in operation during the fourth quarter, and in fact in December. In the 
majority of instances such facilities are accepted with work uncompleted, 
inoperable equipment, and in addition they often are lacking raw materials 
and qualified personnel. In these conditions the production plan is assigned 
to new plants with a delay of 3 to 6 months, which in turn results in a delay 
in placing new capacity in operation. 


According to data of the Lithuanian SSR Central Statistical Administration, 
during the current five-year plan there have been no substantial shifts in 
the time limits needed for making new capacity operational. In 1978 more 
than 60 percent of the plants which had come on line after 1974 were operating 
below standard. From 1975 to the present the first section for production 
of nitrophoska at the Ionava Plant for Nitrogeneous Fertilizers as well as 
the capacity at the Kapsukas Plant for bulk textile have not yet gone into 
operation. The supplemental capacity at the Alitus Plant for Reinforced 
Concrete Products, the Yurbarkas and Rizgonskiy Combines for Non-metallic 
Building Materials, the Vil'nyus and Kaunas House-Building Combines and many 
other plants became operational only after abnormal delays. As a result of 
delays in placing capacity in operation the republic's economy is not getting 
a considerable number of industrial goods. 


It is known that one of the primary reasons for work delays and increases in 
the amount of uncompleted construction is the overextension of capital 
investment among too great a number of construction projects. Although in 
recent years the total number of industrial projects has somewhat decreased, 
the number of facilities within these projects under construction at one time 
has still remained comparatively large. For example, according to data of the 
Lithuanian SSR Central Statistical Administration, production associations, 








plants and organizations included in the 1979 plan for industrial projects 
over 5 thousand facilities with a total surplus estimated cost of approximately 
1.7 billion rubles (more than three annual plans), a task which was not in 
line with the construction organizations' available resources and potential. 
The level of uncompleted construction in the chemical, power engineering, 
machine-building, metal-working, light and food industries, communications, 
culture and science is comparatively large. It is the task of the ministries, 
departments, associations, plants and construction organizations to insure 

at all stages and levels of the planning process a package of measures 
designed to reduce the volume of uncompleted construction and the number of 
projects simultaneously under construction, 





The effectiveness of construction is also determined to a considerable extent 
by how efficient is the management in this sector. The republic's authorities 
have carried out a number of measures designed to improve the management of 
capital construction: the manufacture of structural members and materials 

has been concentrated within the competence of a limited number of specialized 
organizations; general construction work is performed primarily by the Minstroy, 
Minsel'stroy and the republic's "Litmezhkolkhozstroy" production association; 
construction organizations have been somewhat consolidated. 


However, the organizational structure of management in the construction 
field continues to remain unjustifiably complex. More than 400 primary 
construction and repair-construction organizations belonging to 40 all-union, 
union-republic and republic ministries and departments perform construction 
and installation work in Lithuania. Over half of these organizations are 
small-scale, a fact which reduces the effectiveness of their work. Despite 
this some ministries and departments still insist on breaking existing con- 
struction organizations into small units and creating new small-scale ones, 
a policy which results in an increase in the number of managerial links and 
the number of managerial personnel. 


In the near future the republic's Gosstroy as well as ministries and 
departments with construction organizations will have to develop measures 

for improving management. The idea here is to switch to a 2-3 level manage- 
ment system during 1980-1981. The decree of the CPSU Central Committee and 
the USSR Council of Ministers has established that the primary cost-accounting 
unit for the construction industry will be major production associations 

and only in individual cases--trusts. 


The system of measures designed to improve the construction industry also 
provides for an increase in the responsibility of related industries and the 
introduction of more progressive forms of labor organization. It should be 
noted that these measures provide new potential for all workers to increase 
the quality and effectiveness of work and to accelerate scientific-technical 
progress in the construction industry. 








Construction Experiment 


Moscow STROITEL'NAYA GAZETA in Russian 27 Feb 80 p 2 


[Arcicle by the chief economist of the Planning and Economic Administration 
of the Lithuanian SSR Ministry of Construction, A. Guorgis: ‘Considerable 
Obstacles") 


[Text] For three years following the example of their Belorussian colleagues, 
the organizations of the Lithuanian Ministry of Construction worked under the 
new management conditions: Their work was assessed using as an indicator not 
the volume of capacity placed in operation, but construction output completed. 


Here are some of the main results of the experiment. For the 3-year period 

in which the new indicators were used, 2,500 industrial facilities have been 
placed in operation, including 96 priority facilities assigned by the USSR 

State Planning Commission instead of the plan figure of 93. About 2.1 million 
square meters of usable living space (101 percent of the plan) and 53 preschool 
children's institutions have been placed in operation. The commodity production 
plan has been overfulfilled by two percent. By concentrating manpower and 
equipment, the republic in this period reduced by 12 percent the number of 
facilities under construction at one time, and the average length of construction 
has been reduced by 11 percent. 


But the final figures for last year are not cause for optimism. A number of 
important industrial complexes have not been placed in operation, not all 

the planned housing construction was completed, and the target for commodity 
construction production was not met. In addition, while concentrating 
material and labor resources at construction projects designated for completion 
in the current year, the construction industry was unable to insure the 

needed stockpile for construction starts in 1980. 


We are now studying and analyzing our mistakes, planning ways to eliminate 
them. However, we would like to draw attention to a number of circumstances 
which depend not only on us. It goes without saying that the ministry to its 
own detriment was unprincipled in its dealings with customers, who last year 
repeatedly changed engineering designs. For example, the customers--the 
Ionava Plant for Nitrogenous Fertilizers and the Utena Engine Repair Plant-- 
not only determined which production complexes were to be scheduled for 
completion in the current year with considerable delay but also allocated 
insufficient funds for work completion. The same may be said of the Mazheykyay 
Petroleum Refinery and the Kaunas Synthetic Fiber Plant. The annual volume 
of work at all facilities has been fulfilled, but there did not remain enough 
funds for completing construction and placing the facilities in operation. 


Equipment for many construction projects scheduled for completion in the 

past year was supplied incomplete and late. We can add that part of the 
equipment for the above-listed plants, which were scheduled to go in operation 
last year, is still not available. 





In accordance with the decree of the CPSU Central Committee and the USSR 
Council of Ministers "On Improving Planning and Strengthening the Influence 
of the Economic Mechanism on Increasing the Effectiveness of Production and 
Quality of Work" plans for capital construction, starting with the llth Five- 
year Plan, must be approved commensurate with material, labor and financial 
resources, and also with the output potential of the construction and 
inatallation organizations. But such serious measures are not implemented 
overnight; favorable conditions must be created gradually. Therefore it is 
our hope that the appropriate organizations will begin to take into account 
this innovation on an experimental basis, as they draw up plans for 1980. 


And here they are, the long-awaited plans for this year. They are again no‘ 
consistent with orher indicators. Just as before, the requirements are not 
backed up with construction materials, and the insufficient manpower resources 
have not been taken into consideration. 


Because of this "wishful" planning of capital investments our ministry is now 
faced with the absurd need to assign obviously unfulfillable volumes of work 
to its subordinate construction organizations. Thus, for example, in the 
current year the volume of work performed at the Vil'nyusstroy Trust without 
outside help is supposed to increase by 21 percent, at the Kaunasstroy Trust-- 
by 37 percent, at the Klaypeda Construction Trust--by 24 percent, and so forth. 
Naturally one asks: How can construction be increased a fourth, a third just 
like that--with no change in manpower and technical resources, with the same 
industrial base? In addition, the plan is not backed up by material supplies. 
What sense does it make to knowingly plan the unfilfillable? 


In accordance with the conditions of the economic experiment, all the ministry's 
expenses must be covered by its own income. But the profit margin of the 
construction organizations decreases from one year to the next. On the one 
hand, the reason for this is the growth in wholesale prices for materials, 
changes in transportation patterns (inclusion in the work program of remote 
agricultural construction prujects), and, on the other hand the "freezing" 

of the cost estimates for construction and installation work at the 1967 

level. 


The constant decrease in the profitability of the work of construction 
organizations has resulted in a situation in which the Ministry of Construction 
this year is not only not in a position to cover its own internal monetary 
asset needs by its own income, but the planned profit margin is insufficient 

to support economic incentive funds for subordinate organizations and enter- 
prises. Since the introduction of a new pricing system in capital construction 
is scheduled for only 1 January 1984, we are faced with covering our expenses 
over the next four years through budget allocations and supplemental payments. 


In our opinion, the new price estimates for capital construction should 
provide complete financial self-sufficiency for contract organizations. 
They should provide for the payment of bank credit interest for uncompleted 
construction as well as payments to capital asset funds. Our calculations 
indicate that a planned savings of 10-12 percent should be included in the 
price estimates in order to accomplish this. 





In developing the system further, we have prepared a standard estimate base 
for switching in 1980 to planning labor productivity in accordance with a 
fixed-net standard output. We are aware that considerable departmental and 
interdepartmental ae well as psychological barriers will have to be overcome. 
However, it is without doubt that the current economic experiment is actively 
furthering the development of the construction industry. Therefore, it ie 
important to perfect the system operating in the economic experiment. 


New Construction Projects 
Vil'nyus KOMMUNIST in Russian No 12, 1979 pp 37-43 


[Article by Deputy Chief of the Department for Capital Investment and Planning 
Work of the Lithuanian SSR State Planning Commission A. Meshkauskas: "Better 
Planning Equals More Timely Completion of Construction Projects") 


[Text] The rate of increase in public production and the further rise in 
living and cultural standards depend to considerable extent on the progress 
and scope of capital construction. Over the last 30 years over 16 billion 
rubles has been invested in the development of all branches of the economy 

of the Lithuanian SSR; over 15 billion rubles of industrial and nonindustrial 
capital assets has been created. 


The total amount of housing constructed in this period exceeds 23 million 
square meters; general-education schools for 323,000 children, hospitals for 
11,700 patients and many other types of facilities have been placed in 
Operation. 


The decisions of the 25th CPSU Congress and the decree of the October (1976) 
Plenum of the CPSU Central Committee stipulate improvements in the planning 
of the work of construction organizations and the assessment of their work 
in the future on the basis of facilities and complexes fully completed and 
turned over to the customer. For this purpose the Belorussian SSR Ministry 
of Industrial Construction has since early 1976 conducted a new economic 
experiment, and our republic's Ministry of Construction has conducted this 
same experiment since 1977. Some positive and negative aspects of the 
experiment have already been identified. 


The main plan indicators of the effectiveness of construction organizations 
work now are: completion of industrial capacity and facilities, volume of 

the marketable construction output, profit margin, growth of labor productivity, 
the program for incorporation of new technology. The plan task for imple- 
menting the marketable construction output is one of the primary indicators. 


Just what is meant by marketable construction output? For a long time we 
counted the number of cubic meters of excavated earth, bricks laid, concrete 
poured, square meters of machined surface, and so forth. This often resulted 
in a situation in which everyone fulfilled the plans, received their awards, 
but the facility was not completed on time. This was the result not only of 
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shortcomings in the work of contractors, customers, pianners, but also of an 
outdated planning system, the primary indicator of which was considered to be 
the total volume of completed construction and installation work. The need 

to reach thie indicator at any cost often produced attempts by construction 
organizations, ignoring the facility completion deadlines, to spread out their 
work among the greatest possible number of construction projects and to fulfill 
first and foremost the most expensive work. The search for an alternative 

to this situation led to the introduction of the marketable construction out- 
put indicator. For purposes of the experiment the marketable construction 
output indicator is the volume of construction and installation work (performed 
over the entire construction period) on the complexes and facilities scheduled 
for completion in the plan period in accordance with their estimated cost. 


Of course, one chould in no way ignore the total volume of constructicu and 
installation work; should we fail to fulfill it, we wili not have the necessary 
surplus and will be unable to complete the facilities within the established 
deadlines. 


The marketable construction output indicator will undoubtedly provide incentive 
for completing facilities in che scheduled »lan year and concentrating labor 
and material resources on such projects. his is the main advantage of the 
experiment. However, after two years of the experiment it has become clear 
that the above changes are noticeable only for completed capacity which had 
been carefully monitored and approved in the plan for social-economic develop- 
ment. Incidentally, the latter represent only a small part of the facilities 
completed. Of no less importance to the republic are apartment houses, 
schools, children's nurseries and kindergartens, hospitals, clinics and 

other industrial and nonindustrial facilities. Ome can say boldly that on 
the whole the facility completion rate in the republic was no worse prior 

to the economic experiment. 


Let us look at some obvious shortcomings. In 1977 the Ministry of Construction 
failed to complete many fac.lities. A number of indicators which characterize 
the work of the Ministry deteriorated. Of course, it would be illogical to 
associate all these shortcomings with the experiment. However, the conditions 
related to the experiment are also far from perfect. 


In carrying out the experiment, the construction organizations are responsible 
(and very much so) for the timely completion of previously started construction 
projects; however, they forget the importance of fulfilling the total contract 
work program. Because the ministry fell short 31 million rubles in fulfilling 
its contract work program, it became necessary to reduce the total volume of 
contract work for the next year as originally stipulated in the five-year 
plan. As a result it was impossible to start construction of a whole group 

of new facilities--and no one bears responsibility for this, although all 
these facilities will now not be completed within the current five-year plan. 
Thus, the economic levers which would provide incentive for fulfilling the 
five-year plan are lacking in the experiment. If from one year to the next 
the total volume of contract work remains unfulfilled, we cannot have not 








only a stable five-year plan, but even a two-year plan. It is precisely the 
total volume of contract work on which depends the volume of work performed 
on projects underway, project completion the next year, the regularity of 
such completion during the year, plan stability and the size of the incentive 
funds. The problem is that the primary concern of contract organizations 
still remaine today's plan, next year's. But little attention is paid to the 
nore distant future, inasmuch the organizations are counting on correction 
i.e. reduction) of plan indicators. 


Of course, it is aleo not right to blame the construction organizations for 
everything. There is a considerable number of objective causes totally 
unrelated to economic experiment. All interested parties should be aware of 

the following truth: certain conditions are needed in order for the economic 
levers to work well. The construction organizations are suffering from a 
deterioration in material-techmical supply; a lower wage than that of industrial 
workers who work in better conditions; a labor shortage and still unstandardized, 
outdated cost estimates. It is both strange and unfair that under the conditions 
of the experiment, according to which the organizations must be financially 
self-supporting, increases in the cost of construction materials have to be 
covered from production costs. One might agree with this, if all that was 
needed was to fulfill the profit margin plan. At the present time, when the 
ministry is operating on a self-supporting basis, the required profit margin 

is most often also lacling. Therefore, the Ministry of Construction is unable 
to support itself, and financial assistance from the republic's budget is 
required. 


The goals for marketable construction output are being fulfilled; however, 
they have obviously been intentionally deflated. This should be said first 
and foremost about the all-union and union-republic construction projects, 
the marketable construction output goals of which are established with the 
approval of the all-union ministries and the customer-departments. Unfor- 
tunately, the latter are taking virtually no part in the economic experiment 
and paying little attention to the two-year plan and the establishment of 
marketable construction output goals. There exist virtually no economic 
levers to influence the customers, and if they exist, they have a lesser 
effect on them than they do on the contract organizations. 


The contractors are responsible for construction projects completed in whole 
or in part. Capital investments could be utilized considerably more 
effectively, if the appropriate organizations as early as the planning phase 
were to establish which complexes are scheduled for completion in the current 
year; i.e., if they were to plan the completion of construction projects in 
individual parts (sections). 


Many of the problems raised here must be solved without delay regardless 

of the particular economic experiment or under what economic conditions we 
are working and whether on a national or local scale. We need to immediately 
look for ways which will promote further specialization and improved 
organization of the construction industry and its management. The planning 
and financing of capital construction are also in need of improvement. 








Ways to achieve the above-named goals and the initia! framework for the 
resolution of severe problems are discussed in the decree of the CPSU Central 
Committee and the USSR Council of Ministers "On Improving Planning and 
Strengthening the Influence of the Economic Mechanigm on Increasing the 
Effectiveness of Production and Quality of Work," which stipulates an entire 
package of measures designed to improve capital construction. These measures 
apply to all stages of the construction cycie--from planning to assimilation 
of completed new capacity and all links of the economic mechanism--from 
planning and incentives to organizational forms of construction industry 
management. The decree stipulates stable five-year plans, drawn up in 
conformity with material, labor and financial resources and also construction 
organization output potential. 


The new primary plan indicator for capital construction will be the timely 
completion of capital assets construction, new capacity and facilities, end 
the five-year plan further establishes limits on capital investments as well 
as construction and installation work. The capital investment limit alters 
the total volume of capital investment. The ditference is that the volume 

of capital investments was previously a performance indicator, and the limit-- 
a resource indicator. The volume of capital investments was included in the 
plan, and fulfilling and overfulfilling it were encouraged. The limit is 
already a quantity of expenditures which can be utilized for the planned 
completion of new capacity and facilities and the creation of standard surpluses. 
The idea here is to fulfill a greater volume of work with lower outlays. 


Plan stability will be enhanced by the fact that the limits for capital invest- 
ments as well as construction and installation work will not require approval 
in the annual plans, and the title list of new construction projects will 
require approval only once for the entire period of construction or for 
projects on which work has resumed after lengthy interruption. 


Starting with the llth Five-Year Plan, the plan indicators for contract 
ministries, departments and organizations will be: completion of industrial 
capacity and facilities (arranged by year), volume of marketable construction 
output (arranged by customers), growth of lahor productivity, limit on the 
number of white and blue-collar workers, total wage fund, profit margin, 
goals for incorporating new technology, volume of supply of materials, 
machines, mechanisms and other material-technical resources needed for plan 
fulfillment. The economic performance of construction organizations will 
be evaluated on the basis of plan fulfillment in new capacity completion, 
marketable construction output, growth in labor productivity and profit margin. 
The total volumes of contract work will serve to determine the needs for 
material-technical resources, the wage fund, working capital and credit. 
mstruction ministries and departments and contract organizations subordinate 
to them will independently concern themselves with the creation of a standard 
surplus and the timely fulfillment of goals for completion of new capacity 
and facilities as provided in the five-year plan. Annual volumes of work 
established in the title list of new construction projects will henceforth 
not be subject to revision; therefore, the contract organizations will bear 
responsibility for the final facility completion date. 

















The timely preparation of planning documentation and also fulfillment of 
annual plans by contract organizations will acquire paramount significance 
for the stability of the five-year plans. 


The size of the contract organizations will undoubtedly be taken into 
consideration in planning the volume of capital construction. Although in 
recent years considerable sums of capital inveetments have been allocated 

for increasing and strengthening the material base of the named organizations, 
the volume of work fulfilled decreases from one year to the next. Whereas 

in 1975 the Ministry of Construction carried out 371 million rubles work of 
construction work, in 1978--barely 335 million rubles. Whereas the Ministry 
of Agricultural Construction in 1976 carried out 101.7 million rubles, in 
1978--only 92.4 million rubles. Corrective measures need to be taken 
immediately. 


A sizable construction industry potential has been created in recent years. 
Construction organizations have at their disposal diverse types of construction 
equipment, mechanisms, comparatively large-capacity equipment for production 
of reinforced concrete and other structural materials. Apparently the time 
has come to insure that the growth rate for contract work does not lag behind 
the growth rate for fixed industrial capital. If this is not achieved, huge 
sums of fixed capital investments will wind up "frozen," i.e. yielding no 
return on investment. For example, in 1978 machines and mechanisms on 
construction projects were utilized an average of barely 1-1.2 shifts per 
day; their production capacity goes completely unutilized. This is of great 
concern. 


It should be noted that the volumes of construction are mt always concentrated 
in traditional locations, where the nucleus of construction organizations is 
found. Therefore, construction organizations are required to plan ahead so 

as to relocate the workforce to the new sites and to handle associated problems 
successfully. The examples of Kapsukas, Utena, Mazheykyay indicate that this 
should be done. Thus, according to the rough drafts of the next five-year 

plan the construction industry will be faced with considerable volumes of 

work in Mrl'shyay and Yurbarkas, although the needed construction organizations 
are not presently located nearby. The considerable rift between construction 
needs and construction potential which increases with each passing year is 
becoming all the more noticeable. If in recent years attempts to place limits 
on construction in some cities and rayons were unsuccessful, it is 

inadvisable to continue this trend in the future. The volume of capital 
construction in the countryside has also increased. The rayon organizations 
along with the Ministry of Agricultural Construction and the Republic 
Association "Mezhkolkhozstroy" should adopt drastic measures to strengthen 
existing construction organizations. This applies first and foremost of the 
Birzhay, Ignalina, Kel'me, Kedaynyay, Lazdinyay, Pakruois, Shvekshna, Shilute, 
Vil'nyus and other rayons. The efforts of not only these rayon construction 
organizations but also those of neighboring rayons should be coordinated for 
the construction of large-scale agricultural facilities and animal husbandry 
complexes. 








Thus, construction should take place where it is needed, where capital invest- 
ments can be used effectively, and, of course, in conformity with the output 
capacity of contract organizations. In resolving this contradiction one 
should devote paramount importance to the proportional development of the 
economy. One needs to always remember that the efforts of the construction 
organizations should be directed at building where the construction is needed, 
It will be necessary to appropriately increase the output capacity of the 
construction organizations in order to satisfy demands. 


Let us return to the current situation. For various reasons the number of 
personnel in the construction industry is decreasing. This loss would have 

a less severe etfect, if the goals for increasing labor productivity were 
being met. Therefore, the above-mentioned decree of the Party and government 
includes measures to reward workers. However, one cannot be satisfied wi*h 
this alone: construction organizations must concentrate their attention on 
increasing labor productivity, strengthening labor discipline, improving 

the level of construction equipment utilization and mechanizing auxiliary 
labor processes. Along with these measures one should not forget the need 

to promote construction worker morale and to develop the initiative and 
abilities of each and every woiker. This is a task of paramount importance 
for communists employed on construction projects. Specific assistance should 
be rendered to the organizations which are lagging behind in plan fulfillment. 
In strengthening the construction organizations we must constantly use as a 
base the decree of the Central Committee of the Communist Party of Lithuania 
and the Council of Ministers of the Lithuanian SSR "On Measures to Strengthen 
the Republic's Construction Organizations." 


The decree of the CPSU Central Committee and the USSR Council of Ministers 

"On Improving Planning and Strengthening the Influence of the Economic 

Mechanism on Increasing the Effectiveness of Production and Quality of Work" 
stipulates that the ministries and customer-departments must also 4,prove the 
goals for marketable construction output for subordinate productic:: associations, 
enterprises and organizations. They will be obliged to pay greater 

attention to the planning of this indicator, fulfilling the plan and monitoring 
such fulfillment. 


Until now construction organizations and customers who annually placed orders 

for production and power-generating equipment have had many problems. The 

decree stipulates that the orders for supply of essential production and 
power-generating equipment must be submitted for the entire period of construction. 
Additionally, the orders (supply authorizations) for this equipment issued 

by Gossnab organizations will remain in effect until they have been completely 
filled by the suppliers. Furthermore, measures increasing the responsibility 

of the customers for complying with the commitments stipulated in the contracts 

are being developed. This will help to eliminate instances of delayed completion 
of facilities through no fault of the contractors. 

















Starting with 1981 only those construction projects for which appropriately 
approved planning and estimate documentation as well as working drawings for 
the year's volume of work become available by 1 July of the year preceding 
the plan year can be included in the capital construction plans. “his should 
facilitate the work of the contract organizations and the customers in 
readying construction starts. Planning organizations and customers must 
indertake serious preparation for this innovation. How well the five-year 
plan will be fulfilled and whether it will be stable depend on this to a 
considerable degree. 


There is still a lot of confusion and red-tape associated with submitting 

new conditions for planning and coordinating previously developed planning 

and estimate documentation, The new deadlines for submission of planning 
documentation require coordinated efforts from all organizational levels 
participating in the preparation and approval of projects. The planning 
organizations will be assigned the task of insuring that the planning 
documentation is suitable for work under the new conditions. In addition, 
along with other factors the work of the planners should be oriented, monitored 
and evaluated also with a view to reducing materials consumption and the 
estimated cost of construction. 


The decree of the CPSU Central Committee and the USSR Council of Ministers 
stipulates that the construction organizations be supplied with materials 
directly through supply organizations in accordance with plans and estimates. 
To this end the planning documentation should establish with improved accuracy 
requirements for materials, structural members and machine parts. Until now 
we have been accustomed to computing these needs for only some materials 

and did so using consolidated norms. 


The decree outlines measures for increasing the effectiveness of capital 
investments by reducing the volumes of uncompleted construction, the periods 
of construction and also the number of projects on which work has resumed 
after lengthy interruption. This applies to planning organizations, customers 
and contractors. The concentration of funding, material resources and man- 
power will undoubtedly have a positive effect on the resolution of this 
problem. 


The regularity of facility completion during the year depends on surpluses. 
Until now the customers have preferred not to plan considerable amounts of 
surplus, since the contract organizations rarely fulfill the surplus plan 
targets. Inasmuch as in the future the contract organizations will be given 
broader rights in assigning on an annual basis the volume of work within the 
framework of the construction period norms, the regularity of facility 
completion during the year will depend on them to a considerably greater 
extent. Unused potential in this area is quite sizable. They will not be 
able to continue to live only for today, for the current year. A’l need to 
recognize that the title list of new construction projects approved for the 
entire period is stable, that the projects must be completed within the 
established periods and that any deiays will be costly for the contract 
organization. 








The effectiveness of capital construction depends on efficient management c 
construction industry. Some things have already been done for the specialization 
of construction work and improvement of its management; however, many small- 
scale and unprofitable organizations continue to exist. 


Ae a reault of the decree of the CPSU Central Committee and the USSR Council 
of Ministers ministries and departments containing construction units as well 
as other interested ministries and departments will have to develop and 
implement in the near future measures to improve the management of capital 
construction, bearing in mind the switch in 1979-1981 to a two- or three- 
level management system. Large construction and installation production 
associations and in some instances trusts will become the primary cost- 
accounting unit of the construction industry. 


The decree ot the CPSU Central Committee and the USSR Council of Ministers 
indicate only some trends in the planning, financing and management of 
capital construction. At the present time all-union ministries and depart- 
ments and scientific-research institutes with the active participation of 
the republic's ministries, departments and organizations are developing a 
number of instructions and measures which will make it possible to resolve 
the current problems in the field of capitai construction. 
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